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DEPARTMENT  OF  JUSTICE 

Office  of  Justice  Assistance,  Research 
and  Statistics 

Publication  for  Comments  of  the 
Financial  and  Administrative  Guide  for 
Grants 

agency:  Office  of  Justice  Assistance, 
Research  and  Statistics,  U.S. 

Department  of  Justice. 

action:  Proposed  guideline;  request  for 
public  comment. 


summary:  The  Office  of  Justice 
Assistance,  Research  and  Statistics  is 
publishing  for  public  comment  the 
revised  Financial  and  Administrative 
Guide  for  Grants.  This  manual  is  a 
reference  source  and  guide  for  financial 
questions  arising  in  the  administration 
of  programs  funded  by  the  Justice 
System  Improvement  Act  of  1979  and 
the  Juvenile  Justice  and  Delinquency 
Prevention  Act.  as  amended.  The 
manual  includes  requirements  and 
suggestions  for  the  general  fiscal 
administration  of  statutory 
requirements,  award  and  payment  of 
funds,  reporting  requirements,  cost 
allowability  principles,  procurement  and 
property  management  standards,  grant 
administration  principles  and  audit 
requirements. 

date:  Comments  are  due  on  or  before 
April  17, 1980. 

ADDRESSES:  Send  comments  to  Robert 

C.  Goffus,  Comptroller,  Office  of  Justice 
Assistance,  Research  and  Statistics,  633 
Indiana  Avenue,  N.W.,  Washington, 

D. C.  20531. 

FOR  FURTHER  INFORMATION  CONTACT: 

Arthur  E.  Curry,  Director,  Policy 
Development  and  Training  Division, 
Office  of  the  Comptroller,  Office  of  the 
Justice  Assistance,  Research  and 
Statistics,  633  Indiana  Avenue,  NW., 
Washington,  D.C.  20531  (202)  724-5863. 
SUPPLEMENTARY  INFORMATION:  All 
comments  will  be  considered  in  the 
publication  of  the  final  guideline.  The 
reasons  for  the  45  day  comment  period 
are:  (1)  There  is  a  need  for  timely 
guidance  to  State  and  local  governments 
regarding  financial  management 
requirements  for  the  program  and  (2) 
Criminal  Justice  Councils  and  personnel 
from  the  Office  of  Justice  Assistance, 
Research  and  Statistics,  the  Law 
Enforcement  Assistance  Administration, 
the  National  Institute  of  Justice  and  the 
Bureau  of  Justice  Statistics  were 
extensively  involved  in  the  development 
of  the  draft  guideline  manual. 
ADDITIONAL  INFORMATION:  Only  the 
parts  of  the  guideline  for  which 


comments  are  being  solicited  are 
published  herein.  Those  parts  include 
the  text  and  appendices  9, 10, 12  and  13. 
Appendices  1  through  5  are  Federal 
Circulars  and  were  previously  cleared. 
Appendices  6  through  8  have  not  been 
revised  since  last  clearance  and 
Appendix  11  is  a  format  sample.  These 
appendices  are  therefore  not  being 
published  for  comments. 

The  text  of  the  guide  reads  as  follows: 

Foreword 

1.  Purpose. — This  guideline  manual 
has  been  prepared  as  a  reference  source 
and  guide  for  financial  questions  arising 
in  the  administration  of  grants  awarded 
pursuant  to:  (1)  Title  I  of  the  Omnibus 
Crime  Control  and  Safe  Streets  Act  of 
1968 — P.L.  90-351,  as  amended  by  the 
Omnibus  Crime  Control  Act  of  1970 — 
P.L.  91-644,  and  as  amended  by  the 
Omnibus  Crime  Control  Act  of  1973 — 
P.L.  93-83,  and  (2)  Title  II  of  the  Juvenile 
Justice  and  Delinquency  Prevention  Act 
of  1974 — P.L.  93-415,  as  amended  by  the 
Fiscal  Year  Adjustment  Act — P.L.  94- 
273,  the  Crime  Control  Act  of  1976 — P.L. 
94-503,  the  Juvenile  Justice  Amendments 
of  1977— P.L.  95-115,  and  the  Justice 
System  Improvement  Act  of  1979.  It 
identifies  the  financial  management 
policies  and  procedures  required  of 
grantee  organizations  to  assure  their 
establishment  of  sound  and  effective 
business  management  systems.  Such 
systems  will  assure  that  funds  are 
properly  safeguarded  and  used  only  for 
the  purposes  for  which  they  were 
awarded.  The  manual  builds  upon  and 
complements  the  grant  funding  and 
administrative  requirements  established 
in  the  effective  edition  of  Guideline 
Manual  4100.1,  State  Planning  Agency 
Grants;  Program  Announcements  for 
categorical  projects  and  other 
guidelines.  The  provisions  of  this 
manual  are  effective  upon  publication. 

2.  Scope. — ^The  provisions  of  this 
guideline  apply  to  all  grantor  agency 
awards.  This  guideline  is  of  concern  to 
all  grantees  and  subgrantees. 

3.  Cancellation. — Guideline  Manual 
7100.1A,  Financial  Guide  for 
Administration  of  Planning  and  Action 
Grants,  dated  April  30, 1973;  Instruction 
7100.2,  Applicability  of  the  Guideline 
Manual  for  the  Financial  Management 
for  Planning  and  Action  Grants,  dated 
July  11, 1974;  Guideline  7380.2, 

Standards  for  Property  Acquired  with 
LEAA  Grant  Funds,  dated  August  30, 
1976:  Notice  7350.6,  Principles  for 
Determining  Travel  Costs  Applicable  to 
LEAA  Grants,  dated  July  24, 1979; 
Guideline  7200.2,  LEAA  Revolving  Fund, 
dated  January  4, 1978,  are  hereby 
canceled.  This  edition  of  the  manual 
also  supersedes  financial  policy 


interpretations  and  directives  issued  by 
the  former  LEAA  Regional  Offices. 

4.  Major  Changes. — This  edition  of  the 
manual  updates,  as  appropriate,  all 
specific  policies,  procedures  and 
requirements  contained  in  M  7100.1A: 
and  incorporates  Guideline  Changes  1-4 
to  that  document.  Of  equal  significance, 
major  revisions  have  been  made  to  the 
format  and  style  of  the  manual  in  order 
to  facilitate  its  use.  In  addition,  the 
following  terms  are  defined  to  address 
current  and  pending  changes:  a.  Grantor 
Agency  applies  to  the  following:  (1) 
Office  of  Justice  Assistance,  Research 
and  Statistics  (OJARS) 

(2)  Law  Enforcement  Assistance 
Administration  (LEAA) 

(3)  National  Institute  of  Justice  (NIJ) 

(4)  Bureau  of  Justice  Statistics  (BJS) 

b.  Grants  applies  to  cooperative 

agreements  as  well  as  to  grant  awards 
and  all  references  and  requirements 
concerning  grants  will  apply  to 
cooperative  agreements, 

5.  Guidance. — The  grantor  agency 
views  its  relationship  with  the  grantee 
organization  as  a  partnership,  with  the 
grantee  providing  the  effort  and 
expertise  necessary  to  carry  out 
approved  activities  and  the  grantor 
agency  providing  financial  assistance 
under  established  policies  and 
guidelines.  Questions  concerning  the 
interpretation  of  policies  or  the 
applicability  of  certain  policies  to 
particular  programs  or  projects  should 
be  directed  to  the  grantor  agency  or 
primary  recipient  as  outlined  below,  a. 
Criminal  Justice  Councils  (CJCs).  CJCs 
and  categorical  grantees  funded  directly 
should  address  their  questions  to  the 
grantor  agency.  In  addition,  the  grantor 
agency  will  be  available  to  deal  with 
questions  not  covered  by  this  manual 
and  welcomes  suggestions  for  increasing 
its  utility  or  clarifying  its  contents. 

b.  Subgrantees.  Subgrantees  receiving 
awards  through  the  CJC  should  address 
their  questions  to  that  CJC. 

c.  Other  Organizations.  Organizations 
receiving  Federal  funds  via  other 
financial  agreements  not  covered  in 
paragraphs  5a  and  b  should  address 
their  questions  to  the  grantee/ 
subgrantee. 

6.  Deviations. — In  the  event  that  a 
grantee  determines  that  a  requirement 
should  not  or  cannot  be  applied  to  a 
program  or  project,  or  to  a  particular 
circumstance  of  a  program  or  project,  a 
written  request  for  deviation  shall  be 
submitted  to  the  appropriate  grantor 
agency.  This  request  shall  specify:  the 
provision(s)  that  are  considered 
inapplicable  to  the  project,  program  or 
circumstance;  the  reasons  why  they  are 
considered  inapplicable;  and,  the 
provision(s)  that  are  intended  to  be 
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substituted.  Action  shall  not  be  taken  to 
implement  the  proposed  deviation  until 
written  authorization  has  been  received. 

7.  Order  of  Precedence. — ^In  the  event 
there  are  conflicting  or  otherwise 
inconsistent  policies  applicable  to 
Federal  grants,  the  following  order  of 
precedence  shall  apply:  a.  Federal 
legislation. 

b.  Code  of  Federal  Regulations  (CFR), 
Title  28,  Chapter  I  and  Title  41,  Chapter 
28. 

c.  Terms  and  conditions  of  the  grant 
award 

d.  Policies  issued  in  this  guideline 
manual. 

e.  Guideline  Manual  4100.1  [effective 
edition]  for  planning,  action  and  formula 
grants. 

Chapter  1.  Introduction  and  Use  of  the 
Manual 

1.  Purpose.-Thii  chapter  serves  as  a 
guide  for  the  interpretation  and 
application  of  financial  management 
policies  contained  in  the  remaining 
chapters  and  appendices  of  this 
document.  It  defines  the  applicability  of 
the  guideline  manual,  its  users,  its 
contents  and  the  procedures  for  locating 
speciHc  financial  management  policies. 
Users  are  advised  to  review  the  chapter 
before  attempting  to  locate  information 
within  the  manual. 

2.  Application  of  policies. — Although 
the  financial  management  requirements 
specified  in  this  guideline  manual  are 
applicable  to  all  recipients  of  aid,  with 
the  general  exception  of  contractors 
funded  directly  by  the  grantor  agency,  it 
is  the  responsibility  of  the  CJC  and  other 
grant  recipients  to  implement  the 
requirements.  In  this  regard,  CJCs  and 
large  grantees  (such  as  a  unit  of  general 
local  government  receiving  a  sizable 
mini-block  grant)  should  prepare  their 
own  financial  management  guidelines. 
These  localized  documents  should 
incorporate,  in  addition  to  the 
provisions  of  this  guideline  manual,  the 
fiscal  provisions  established  by 
applicable  State  and  local  laws, 
regulations  and  policies.  State  and  local 
provisions  which  are  more  restrictive 
than,  but  not  in  conflict  with,  the 
provisions  contained  in  this  guideline 
manual  shall  take  precedence. 

3.  Users  of  the  Manual. — a. 
Organizations.  This  document  is 
provided  for  the  use  of  all  grantees  of 
grantor  agency  funds  (except  the  Law 
Enforcement  Education  Program),  and 
their  subgrantees.  Specific  organizations 
who  are  to  use  the  guideline  manual 
include:  (1)  CJCs.  All  financial 
management  provisions  of  this  guideline 
are  applicable  to  CJCs.  The  guideline  is 
to  serve  as  their  primary  reference  for 
interpretation  of  Federal  grant 


administration  and  financial 
management  policies.  Additional 
requirements  of  a  programmatic  and 
technical  nature  are  contained  in  the 
effeotive  edition  of  M  4100.1,  State 
Planning  Agency  Grants. 

(2)  Direct  Recipients  of  Categorical 
Grants.  All  categorical  grantees  funded 
directly  by  the  grantor  agency  are  to  use 
this  guideline  manual  as  their  primary 
reference  for  interpreting  Federal  grant 
administration  and  financial 
management  requirements.  Additional 
requirements  -of  a  programmatic  and 
technical  nature  are  contained  in 
Program  Announcements  and  in  Grant 
Award  Packages. 

(3)  Implementing  Agencies. 
Subgrantees  (implementing  agencies)  of 
State  Agencies  are  to  adhere  to  the 
financial  management  requirements  of 
conformance  with  the  provisions  of  this 
guideline  and  applicable  State  and  local 
laws,  regulations  and  policies  (see 
paragraph  2). 

(4)  Agencies  Under  Other 
Agreements.  Agencies  imder  “other 
agreements",  such  as  cooperative 
agreements  and  interagency  agreements, 
must  comply  with  the  requirements 
applicable  to  the  grantee  with  whom 
they  have  the  agreement.  Depending  on 
the  type  of  institution,  they  must  also 
comply  with  the  special  provisions  for 
either  educational  institutions,  hospitals 
or  non-profit  organizations  which  have 
been  promulgated  by  the  Office  of 
Management  and  Budget  and  Federal 
Management  Circulars  referenced  in 
chapter  2,  paragraph  19. 

(5)  Contractors.  Although  this  manual 
is  not  for  the  direct  use  of  contractors, 
grantees  should  be  careful  to  ensure  that 
monitoring  of  organizations  imder 
contract  to  them  is  performed  in  a 
manner  which  will  enable  the  grantees 
to  comply  with  their  overall  financial 
management  requirements. 

b.  Individuals.  Individuals  fi'om  the 
above  organizations  who  may  make 
particular  use  of  the  guideline  manual 
include:  administrators,  financial 
management  specialists,  grants 
management  specialists,  accountants 
and  auditors.  These  individuals  are  to 
use  the  guideline  manual  as  the 
financial  policy  reference  in  executing 
their  duties  under  grantor  agency- 
funded  programs  and  projects. 
Additionally,  the  document  is  structured 
to  serve  as  a  useful  training  guide  for 
new  employees. 

c.  Aid.  An  aid  is  provided  to  assist 
users  in  locating  and  understanding  the 
financial  management  policies  - 
contained  in  the  guideline.  This  aid  is  a 
subject  index  which  contains  a  list  of  all 
the  topics  covered  in  the  guideline 
manual. 


4.  Categorical  Application  Submission 
Process. — a.  General.  Categorical  grants 
may  be  awarded  by  States,  units  of  local 
government,  educational  institutions 
and  hospitals  or  private  non-profit 
organizations,  at  the  discretion  of  the 
grantor  agency.  Specific  types  of  funds 
within  this  category  are: 

CA  Community  Anti-Crime 
CP  Urban  Crime  Prevention  Program 
DF  Part  C  Discretionary 
ED  Part  E  Discretionary 
IN  Internship 

CD  Educational  Development 
SS  Systems  and  Statistics 
TA  Technical  Assistance 
TN  Training 

PT  Prosecutor  Training  (407) 

FR  IGA 

PR  Part  B  Reobligated 
HC  High  Crime 

JS  Juvenile  Justice  (Special  Emphasis) 

JN  Juvenile  Justice  (JJDP  Institute) 

JC  Juvenile  Justice  (Concentrated  Federal 
Effort] 

JA  Technical  Assistance  (JJDP) 

N1  National  Institute 
RF  Reimbursable 

PG  Part  E — National  Priority  Grants 
Program 

CJ  Part  F — General  Criminal  Justice  Grants 
IJ  National  Institute  of  Justice 
BJ  Bureau  of  Justice  Statistics 
MU  Multiple  Funded 

b.  Program  Announcements.  The 
grantor  agency  announces  annually  the 
programs  which  it  has  developed  for 
funding  under  its  categorical  grant 
program.  The  programs  are  announced 
to  the  criminal  justice  community  and 
the  general  public.  These 
announcements  are  produced  and 
distributed  annually  after  being 
published  in  the  Federal  Register. 

c.  Preparation  and  Submission  of 
Applications.  Applications  for 
categorical  grants  must  be  processed 
through  the  appropriate  CJC.  This 
requirement  does  not  apply  to  the  NIJ, 
OJJDP  and  Community  Anti-Crime 
applications.  These  applications  should 
be  submitted  directly  to  the  grantor 
agency.  However,  since  all  categorical 
grants  must  utilize  the  same  forms  and 
must  comply  with  essentially  the  same 
financial  and  administrative  regulations, 
applicants  for  NIJ,  OJJDP  and 
Commimity  Anti-Crime  grants  are  • 
encouraged  to  consult  with  the 
appropriate  CJC  prior  to  preparation  and 
submission  of  an  application. 

d.  Uncleared  Audit  Reports.  It  is  the 

policy  of  the  grantor  agency  that  it  WILL 
NOT  award  a  categorical  grant  to  any 
applicant  who  has  an  uncleared  audit 
report  on  prior  grantor  agency  awards. 
Every  applicant  for  funding  is  on  notice 
that  unless  prior  audit  reports  are 
cleared,  their  application  can  be 
rejected  for  that  reason.  « 
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5-7.  Reserved. 

Chapter  2.  Program  Requirements  for 
General  Fiscal  Administration 

Section  1.  Justice  System  Improvement 
Act  of  1979 

8.  General. — ^This  section  is  applicable 
to  programs  and  projects  funded  in  FY 
1980-FY  1983.  The  section  sets  forth  the 
program  requirements  relating  to  general 
hscal  administration  for  grants  and 
contracts  and  other  agreements  funded 
by  the  grantor  agency  under  the  Justice 
System  Improvement  Act  of  1979  (JSIA). 
The  fiscal  and  administrative 
requirements  applicable  to  all  grantees, 
subgrantees,  contractors  and  other 
organizations  imder  Federal  agreements 
are  explained  in  this  section.  First,  the 
organizational  structure  of  the  agency  is 
defined.  This  section  also  explains  the 
respective  fiscal  requirements  imposed 
by  statutes,  Federal  grant-in-aid 
regulations  and  administrative 
regulations  and  the  new  organizational 
structure  for  the  agency. 

9.  Organizational  Structure. — The 
JSIA  provides  a  four  year  authorization 
for  justice  assistance,  research  and 
statistics  programs.  The  JSIA  establishes 
four  organizations  within  the 
Department  of  Justice  under  the  general 
authority  and  policy  control  of  the 
Attorney  General.  These  new 
organizations  are:  a.  Office  of  Justice 
Assistance,  Research  and  Statistics 
(OJARSJ  which  will  coordinate  the 
activities  and  provide  staff  support  for 
the  three  new  assistance  offices. 

b.  Law  Enforcement  Assistance 
Administration  (LEAA)  which  is 
authorized  to  operate  a  State  and  local 
assistance  program  of  Formula  Grants,  a 
National  Priorities  Program,  a 
discretionary  program,  training  and 
personnel  development  programs, 
community  anti-crime  program,  juvenile 
justice  and  delinquency  prevention 
program,  and  Public  Safety  Officers’ 
Benefits. 

c.  National  Institute  of  Justice  (NIJ) 
which  will  ensure  a  balance  in  basic 
and  applied  research;  evaluate  the 
effectiveness  of  programs  carried  out  to 
determine  their  impact  upon  the  quality 
of  criminal  and  civil  justice  systems;  test 
and  demonstrate  civU  and  criminal 
justice  programs;  disseminate 
information;  and,  give  primary  emphasis 
to  State  and  local  justice  systems. 

d.  Bureau  of  Justice  Statistics  (BJS) 
which  will  provide  a  variety  of 
statistical  services  for  the  criminal 
justice  community;  recommend 
standards  for  the  generation  of 
statistical  data;  analyze  and  disseminate 
statistics;  and,  provide  for  the  security 
and  privacy  of  criminal  justice  statistics. 


e.  The  authority  of  any  entity 
established  under  the  JSIA  shall  extend 
to  civil  justice  matters  only  to  the  extent 
that  su(^  civil  justice  matters  bear 
directly  and  substantially  upon  criminal 
justice  matters  or  inextricably 
intertwined  with  criminal  justice 
matters. 

10.  Source  and  Nature  of  Funds. — ^The 
JSIA  provides  a  four  year  authorization 
for  justice  assistance,  research  and 
statistics  programs.  Funds  are  awarded 
as  formula  and  categorical  (i.e.,  national 
priority,  discretionary,  systems  and 
statistics,  research  and  development, 
etc.)  grants,  contracts  and  other 
agreements,  a.  Formula  grants  are 
awarded  to  the  States  to  provide 
assistance  of  State  and  local  units  of 
government  for  improvements  in  and 
coordination  of  their  criminal  justice 
activities. 

b.  Categorical  grants  are  awarded  to 
States,  imits  of  local  government  or 
private  organizations  at  the  discretion  of 
the  grantor  agency.  Most  categorical 
awards  are  competitive  in  nature  in  that 
there  are  limited  funds  available  and  a 
larger  number  of  potential  recipients. 

c.  Contracts  are  awarded  by  the 
grantor  agency.  Criminal  Justice 
Councils,  entitlement  jurisdictions  and 
other  grantees  or  subgrantees  to  both 
profit  and  non-profit  organizations.  With 
the  exception  of  a  few,  justified  sole- 
source  situations,  contracts  generally 
are  awarded  via  competitive 
procurement  processes. 

d.  Other  forms  of  funding  include 
interagency  agreements  and  purchase  of 
service  arrangements,  which  are  usually 
entered  into  by  two  governmental  units 
or  agencies.  Such  funding  arrangements 
are  negotiated  by  the  entities  involved. 

11.  JSIA  Funds. — The  JSIA  authorizes 
the  following  funds:  a.  Part  A — 
Community  Anti-Crime  Grants.  Part  A 
funds  are  awarded  for  the  prurpose  of 
enabling  the  community  to  engage  in  a 
process  leading  to  the  identification  of 
problems  facing  that  community  with 
respect  to  crime,  conflicts,  disputes  and 
other  problems  that  might  lead  to  crime, 
and  to  provide  for  the  consideration  by 
the  community  of  plans  to  alleviate  such 
problems.  These  fwds  are  awarded  as 
either  categorical  grants,  cooperative 
agreements  or  contracts. 

b.  Part  B— National  Institute  of  Justice 
Grants.  Part  B  funds  are  awarded  to 
conduct  research,  demonstrations  or 
special  projects  for  the  purpose  of 
improving  Federal,  State  and  local 
criminal  justice  systems  and  related 
aspects  of  the  civil  justice  systems: 
preventing  and  reducing  crime;  insuring 
citizen  access  to  appropriate  dispute- 
resolution  fonuns;  inproving  efforts  to 
detect,  investigate,  prosecute  and 


otherwise  combat  and  prevent  white 
collar  crime  and  public  corruption,  and 
identifying  programs  of  proven 
effectiveness,  programs  having  a  record 
of  proven  success  of  programs  which 
offer  a  high  probability  of  improving  the 
functioning  of  the  criminal  justice 
system. 

c.  Pact  C — Bureau  of  Justice  Statistics 
Grants.  Part  C  funds  are  awarded  to 
provide  for  and  encourage  the  collection 
and  analysis  of  statistical  information 
concerning  crime,  (including  white  collar 
crime  and  public  corruption],  juvenile 
delinquency  and  the  operation  and 
related  aspects  of  the  criminal  justice 
system  and  to  support  the  development 
of  information  and  statistical  systems  at 
the  Federal,  State  and  local  levels  to 
improve  their  efforts  to  measure  and 
understand  these  levels  of  crime. 

d.  Part  D — Formula  Grants  Program. 
Part  D  funds  provide  assistance  to  State 
and  local  units  of  government  for 
improvements  in  and  coordination  of 
their  criminal  justice  activities.  The 
grantor  agency  awards  these  funds  to 
States  on  the  basis  of  population  or  on  a 
four-part  formula  taking  into  account 
population,  crime  rate,  tax  rate  and 
criminal  justice  expenditmes  of  each 
jurisdiction.  The  four-part  formula  only 
comes  into  effect  if  the  Formula  Grant 
appropriation  exceeds  the  FY  1979 
appropriation  for  Parts  C  and  E.  In 
addition,  each  State  shall  provide  that  at 
least  $50,000  of  the  Federal  funds 
awarded  to  them  for  any  fiscal  year  be 
made  available  to  the  Judicial 
Coordinating  Council  (JCCJ. 

e.  Part  E— National  Priority  Grants 
Program.  Part  E  funds  proAode  for 
carrying  out  programs  that,  on  the  basis 
of  research,  demonstration  or 
evaluation,  have  been  shown  to  be 
effective  or  innovative  and  to  have  a 
likely  beneficial  impact  on  criminal  and 
juvenile  justice. 

f.  Part  F— Discretionary  Grants 
Program.  Part  F  funds  provide 
assistance  to  States,  local  government 
and  private  non-profit  organizations  fon 
(a)  programs  to  improve  and  strengthen 
the  criminal  justice  system;  (b)  programs 
to  improve  planning  and  coordination; 

(c)  programs  to  assure  the  equitable 
distribution  of  funds  among  criminal 
justice  components;  (d)  programs  to 
prevent  and  combat  white  collar  crime 
and  public  corruption;  (e)  court  and 
corrections  system  improvements;  (f) 
organized  crime  programs,  and  activities 
to  disrupt  illicit  commerce  in  stolen 
goods  and  property;  and,  (h)  community 
and  neighborhood  anti-crime  efforts. 

g.  Part  G — Training  and  Manpower 
Development  Part  G  fimds  provide  for 
prosecutor  training  and  training  of 
criminal  justice  personnel. 
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h.  Joint  Use  of  Funds.  Funds  awarded 
under  the  various  parts  of  the  Justice 
System  Improvement  Act  and  the 
Juvenile  Justice  Act  are  to  be  used  for 
programs  and  projects  in  compliance 
with  the'  legislative  intent  of  each 
respective  part.  In  addition,  there  are 
several  instances  where,  by  statute. 
Congress  intends  that  funds  be  jointly 
used. 

(1)  Juvenile  Justice  Maintenance  of 
Effort.  Under  Section  261  (bj  of  the 
Juvenile  Justice  and  Delinquency 
Prevention  Act  and  Section  1002  of  the 
Justice  System  Improvement  Act  of  1979, 
the  Administration  shall  maintain  from 
the  appropriation  for  the  grantor  agency, 
each  Hscal  year,  at  least  19.15  percent  of 
the  total  appropriations  for  the 
Administration,  for  juvenile  delinquency 
programs  with  primary  emphasis  on 
programs  for  juveniles  convicted  of 
criminal  offenses  or  adjudicated 
delinquents  on  the  basis  of  an  act  which 
would  be  a  criminal  oH^ense  if 
committed  by  an  adult.  This  19.15 
percent  requirement  may  include  both 
administrative  and  action  funds 
expended  for  purposes  consistent  with 
the  Juvenile  Justice  Act.  These  funds  are 
in  addition  to  the  funds  appropriated 
under  Section  261(a]  of  the  Juvenile 
Justice  Act. 

(2)  State  Planning.  In  addition  to  Part 
O  of  the  JSLA,  formula  funds  from  the 
Juvenile  Justice  Act  may  be  used  to 
develop  a  Comprehensive  Application 
or  for  other  pre-award  activities 
associated  with  such  a  Comprehensive 
application  and  to  pay  that  portion  of 
the  expenditures  which  are  necessary 
for  efficient  administration,  including 
monitoring  and  evaluation.  The  amount 
of  Juvenile  Justice  (JJ)  formula  funds 
used  for  such  purpose,  however,  may 
not  exceed  7Vi  percent  of  the  total 
annual  allotment. 

(3)  Other  Federal  Programs.  At  the 
discretion  of  the  grantor  agency,  a  State 
may  utilize  up  to  25  percent  of  its  JJ 
formula  grant  funds  to  meet  the  non- 
Federal  matching  requirement  for  any 
other  Federal  juvenile  delinquency 
program  grant  excluding  grantor  agency 
(LEAA,  NIJ  or  BJS]  programs. 

12.  Statutory  requirements.  In 
addition  to  the  broad  fiscal  provisions  of 
the  Justice  System  Improvement  Act.  as 
defined  in  paragraph  10,  there  are  a 
number  of  specific  financial 
requirements  which  must  be  adhered  to 
be  grantees  and  subgrantees.  These 
requirements  are  identiHed  below: 

a.  ‘Pass-Through” Requirement.  An 
obligation  on  the  part  of  the  States  to 
make  grant  funds  available  to  units  of 
local  government,  or  combination  of 


local  units.  The  pass-through 
requirement  is  applicable  for  block 
planning,  block  action  (Part  C]  and 
juvenile  justice  formula  funds  for  FY 
1980  only.  Each  state  must  provide  in  the 
aggregate  for  FY  1980  (transition  year) 
only.  The  same  percentages  are  required 
as  under  the  Crime  Control  and  Juvenile 
Justice  Acts.  (Refer  to  Figure  2-2  of  this 
chapter.)  The  accounting  and 
documentation  for  State  expenditure  of 
the  pass-through  on  behalf  of  local  units 
of  government  is  also  the  same.  (Refer  to 
paragraph  18a.) 

b.  Buy-In.  This  requirement  is 
applicable  to  the  total  aggregate  Part  B 


of  Part  C  funds  which  each  state  is 
required  to  pass-through  to  units  of 
general  local  government  or 
combination  of  local  units  for  FY  1980 
(transition  year)  Part  B  planning  and 
Part  C  block  action  grants  not  less  than 
50  percent  of  the  required  non-Federal 
share.  There  is  no  buy-in  requirement 
for  FY  1981-1983  funds.  This 
requirement  DOES  NOT  apply  to  those 
states  granted  waivers. 

c.  Federal  Participation  Ratios.  The 
ratios  for  Federal  participation  in  the 
funding  of  programs  or  projects  out  of 
the  Justice  System  Improvement  Act  are 
shown  in  Figure  2-1. 


Figure  2-\.— Summary  of  Match  Requirements  Under  Justice  System  Improvement  Act  of  1979 


Fund  Type 


Match  Percentage  Type  of  match 

reqtwement 


No'  _  „.... 

No'.  _ _ 

No'.  ..  _ 

Yaa»  » _  .. 

10 

Administrative— State  fm  excess  of  $i&0.000 
or  $250,000). 

Action— Entitlement  Jurisdiction  (fiscal  year 
1981-83). 

Administrative — Entitlement  Jurisdiction  (in 

Yes* _ 

50 

Yes*.- . 

10 

Yes _ 

50 

excess  of  $25,000)  (fiscal  year  1981-83). 


Part  E:  National  Priority  _ _ _  Yes*....-™.—.  50 


Part  F:  Discretionary .  No*  *. 

Part  G:  Training  and  Manpower  Developnient _  No‘.™ 


(1)  Cash  on  a  proiect  by  protect  basis  or  pro¬ 
gram  by  program  ba^  if  the  Criminal  Jus¬ 
tice  Council  (State)  or  Criminal  Justice  Ad¬ 
visory  Board  (entitlement  jurisdiction) 
adopts  this  more  restrictive  procedure  as  a 
formula;  or 

(2)  Cash  on  a  combination  of  the  above,  if 
the  Criminal  Justica  Council  (State)  or 
Oiminal  Justice  Advisory  Board  (entitle¬ 
ment  jurisdiction)  adopts  this  more  restric¬ 
tive  procedure  as  a  formula  and  with  prior 
approval  of  the  grantor  agency,  or 

(3)  Cash  on  a  unit  of  government  basis,  i.e., 
by  city. 

(1)  Cash  on  a  project  by  project  basis:  or 

(2)  Cash  on  an  overall  program  basis  when 
specific  unit  of  government  receives  Na¬ 
tional  Priority  funds  for  coordinated  pro¬ 
gram  funds. 


'  A  non-Federal  share  of  money,  facilities  or  services  can  be  required  by  the  grantor  agency. 

‘  No  match  on  fiscal  year  1980  action  funds  and  50%  match  on  plarming  for  waiver  states  arid  a  10%  match  on  both  action 
and  planning  furvls  for  notvwaiver  states. 

*  Fifty  percent  match  required  for  formula  project  if  if  is  an  continuation  of  a  construction  project  funded  from  block  action 
funds  awarded  prior  to  FY  1960. 

*  Required  percentage  of  match  for  fiscal  year  1980  Parts  E  and  F  projects  win  be  determined  by  the  grantor  agency. 

*  Fifty  percent  match  win  be  required  for  projects  extended  or  renewed  for  the  4th  and  5th  years. 

‘Curriculum  Development  projects  require  25%  cash  or  in-kind  match  on  a  project  by  proj^  basis. 


(1)  Part  A — Community  Anti-Crime 
Funds.  Federal  participation  may  be  up 
to  100  percent. 

(2)  Part  B — National  Institute  of 
Justice  Funds.  Federal  participation  may 
be  up  to  100  percent. 

(3)  Part  C— Bureau  of  Justice  Funds. 
Federal  participation  may  by  up  to  100 
percent. 

(4)  Part  D— Formula  Funds  (Action). 
Maximum  Federal  participation  is  90 
percent  for  FY  1981-1983.  Federal 
participation  is  100  percent  for  waiver 
states  for  FY  1980. 

(5)  Part  D — Formula  Funds 
(Administrative). — (a)  State.  The  state 
may  use  an  amount  up  to  7V&  percent  of 
its  total  formula  grant  for  administrative 
purposes  and  this  must  be  matched  on  a 


dollar-for-dollar  basis.  The  Federal 
share  of  these  fimds  is  provided 
proportionally  out  of  the  State  share  and 
balance-of-state  share  of  the  formula 
grant.  An  additional  $200,000  for  the 
State  and  $50,000  for  the  Judicial 
Coordinating  Council  (JCC)  is  allowed 
for  administrative  purposes  and  is 
match  free. 

(b)  Entitlement  Jurisdiction.  The 
entidement  jurisdiction  may  use  an 
amount  up  to  7V4  percent  of  its 
allocation  for  administration.  The  first 
$25,000  of  the  administrative  funds  is 
match  free  and  the  remaining  funds 
must  be  matched  on  a  dollar-for-dollar 
basis. 

(6)  Part  E— National  Priority  Funds. 
Maximum  Federal  participation  is  50 
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percent  for  FY  1981-1983.  Federal 
participation  for  FY  1980  will  be 
determined  by  the  grantor  agency. 

(7)  Part  F— Discretionary  Grants. 
Maximum  Federal  participation  may  be 
up  to  100  percent  for  FY  1980-1983. 
Federal  participation  for  FY  1980  will  be 
determined  by  the  grantor  agency.  Fifty 
percent  match  will  be  required  for 
projects  extended  or  renewed  for  the  4th 
and  5th  years  except  for  management 
and  administration  of  national  nonprofit 
organizations  under  Section  602(1). 

(8)  Part  G— Training  and  Manpower 
Development  Funds.  Maximum  Federal 
participation  may  be  up  to  100  percent. 

d.  Hard  Match  Requirements. — (1) 

The  Justice  System  Improvement  Act 
provides  that  the  non-Federal  share  of 
the  cost  of  any  program  or  project  under 
Parts  D,  E  and  F  shall  be  cash. 

(2)  Source  and  Type  of  Funds.  Hard 
match'(cash)  may  be  applied  from  the 
following  sources: 

(a)  Funds  from  State  and  local  units  of 
government  that  have  a  binding 
commitment  of  matching  funds  for 
programs  or  projects. 

(b)  Funds  from  the  following: 

1.  Housing  and  Community 
Development  Act  of  1974 

2.  Appalachian  Redevelopment  Act 

3.  General  Revenue  Sharing  Act 

4.  Part  D  Formula  (JSIA)  for  Parts  E 
and  F  programs  and  prjects 

(c)  Funds  contributed  from  private 
sources. 

(3)  Timing  of  Matching  Contributions. 
Matching  contributions  need  not  be 
applied  at  the  exact  time  or  in 
proportion  to  the  obligation  of  the 
Federal  funds.  However,  the  full  grantee 
and/or  subgraniea  matching  share  must 
be  obligated  by  the  end  of  the  period  for 
which  the  Federal  funds  have  been 
made  available  for  obligation  under  an 
approved  program  or  project. 

(4)  Records  for  Match.  All  grantees  of 
grantor  agency  funds  must  maintain 
records  which  clearly  show  the  amount 
and  the  timing  of  all  matching 
contributions.  In  addition,  if  a  program 
or  project  has  included  within  its 
approved  budget  contributions  which 
exceed  the  required  matching  portion, 
the  grantee  must  maintain  records  of 
them  in  the  same  manner  as  he  does  the 
grantor  agency  funds  and  required 
matching  shares.  For  all  Part  D  Formula 
funds,  the  C)C  or  the  entitlement 
jurisdiction  has  primary  responsibility 
for  compliance  with  the  requirements. 

For  all  Part  E  and  F  funds,  the  grantee 
and  the  subgrantee  or  contractual 
recipient  have  shared  responsibility  for 
ensuring  compliance  with  the 
requirements  regarding  matching  shares. 

(5)  Waiver  of  Match. — (a)  Section 
401(b)  of  the  JSIA  provides  that  grantor 


agency  programs  to  Indian  tribes  or 
aboriginal  groups  may  be  awarded  with 
no  required  matching  contribution 
where  it  is  the  case  that  the  group  does 
not  have  sufficient  funds  to  meet  the 
matching  share.  List  of  Indian  entities 
entitled  to  apply  for  waiver  are 
available  from  the  U.S.  Department  of 
Interior.  The  following  policies  and 
procedures  establish  the  process  to  be 
employed  in  seeking  these  special 
waivers. 

1.  Letter  of  Certification.  Requests  for 
a  waiver  of  matching  funds  fi'om  Indian 
tribes  or  other  aboriginal  groups  must  be 
supported  by  a  formal  letter  of 
certification  stipulating  that  match  for 
the  application  cannot  be  provided.  This 
certification  must  be  executed  in  name 
and  title  by  the  recognized  leader(s)  of 
the  applicant  Indian  group. 

2.  Fiscal  Year  Waivers.  The  grantor 
agency  may,  at  its  discretion,  delegate 
the  authority  to  grant  waivers  to  the 
CJC.  This  may  cover  some  or  all  of  the 
entities  in  a  State.  The  waiver  authority 
permits  the  CJC  to  approve  all 
applications  at  100  percent  funding  from 
entities  during  the  fiscal  year,  provided 
that  a  certification  is  obtained  from  each 
application  and  forwarded  to  the  grantor 
agency  in  Washington.  Applications  for 
fiscal  year  waivers  must  be  supported 
by  a  statement  from  the  CJC  Director, 
and  approved  by  the  Governor  of  the 
State,  that  each  Indian  entity  covered  by 
the  application  is  unable  to  provide  non- 
Federal  funding  for  that  fiscal  year. 

(b)  Section  401(b)  of  the  JSIA  provides 
that  grantor  agency  programs  may  be 
awarded  with  NO  required  matching 
contribution  where  a  unit  of  State  or 
local  government,  due  to  budgetary 
constraints,  is  unable  to  provide  the 
match  (hardship  case).  For  the  required 
policies  and  procedures  for  requesting 
waivers  for  hardship,  refer  to  the 
effective  edition  of  Guideline  Manual 

4100.1. 

e.  Personnel  Limitation.  As  required 
by  Section  404(c)(2),  NO  Part  D  formula 
grant  funds  may  be  expended  for 
programs  which  have  as  their  primary 
purpose  general  salary  payments  for 
employees  or  classes  of  employees 
within  an  eligible  jurisdiction.  Salary 
payments  as  part  of  an  approved 
program  under  Section  401(a)  of  the  JSIA 
are  allowable.  Section  401  (a) 
encompasses  all  the  other  exceptions  to 
this  restriction. 

f.  Equipment  Limitation.  As  required 
by  Section  404(c)(1),  NO  Part  D  formula 
grant  funds  may  be  expended  for  the 
routine  purchase  (to  augment  or  replace) 
of  equipment  or  hardware  used  in  the 
normal  operating  activities  of  law 
enforcement  and  criminal  justice 
agencies.  This  limitation  does  not  apply 


to  bulletproof  vests,  information  systems 
or  telecommunications  hardware  or 
equipment  and  related  personnel  costs 
that  are  incurred  as  part  of  a  program 
fundable  under  Section  401. 

g.  Construction  Limitation.  As 
required  by  Section  404(c)(3)  NO  Part  D 
formula  grant  funds  may  be  expended 
for  new  construction  projects.  This 
limitation  does  not  apply  to  any 
construction  projects  that  were  funded 
under  the  Crime  Control  Act  prior  to  the 
passage  of  the  JSIA  which  were 
budgeted  in  an  Approved 
Comprehensive  Plan  in  anticipation  of 
receiving  additional  Federal  funding. 

This  type  of  construction  may  continue 
to  be  funded  under  the  new  Act  for  two 
years.  The  definition  of  construction  is 
“the  erection,  acquisition  or  expansion 
of  new  or  existing  buildings  or  other 
physical  facilities,  and  the  acquisition  or 
installation  of  initial  equipment  therefor, 
but  does  not  include  renovation,  repair 
or  remodeling.” 

h.  Non-Supplanting  of  State  or  Local 
Funds.  The  JSIA  Act  prohibits  the  use  of 
Federal  funds  to  supplant  State  or  local 
funds.  Refer  to  paragraph  18i  for 
procedures  and  accounting  for  the  non¬ 
supplanting  requirement. 

i.  Assumption  of  Cost.  CJCs  and 
entitlement  areas  shall  develop  written  * 
policies  that  specify  the  duration  and 
ratio  of  Federal  continuation  support  for 
particular  classes  of  projects.  CJC 
policies  shall  apply  to  the  projects  of 
State  agencies  (including  the  judicial 
.coordinating  committee)  and  balance-of- 
state  localities.  Entitlement  jurisdiction 
policies  shall  apply  to  the  projects  they 
administer.  The  policies  of  the  CJC  and 
the  entitlement  jurisdiction  shall  assure 
that  Part  D  formula  grant  assistance  for 
a  project  does  not  exceed  three  years 
except  under  certain  circumstances.  For 
exceptions  to  this  policy,  refer  to  the 
effective  edition  of  Guideline  Manual 

4100.1. 

j.  Adequate  Share.  Section  403(a)(5) 
requires  that  an  adequate  share  of  Part 
D  formula  funds  shall  be  allocated  to 
courts,  corrections,  police,  prosecution, 
and  defense  programs.  Also,  Section 
402(c)(4)(5)  requires  that  entitlement 
jurisdictions  assure  adequate  funding 
for  courts  and  correction  programs 
based  on  their  share  of  courts  and 
corrections  expenditures.  For  details 
regarding  adequate  share,  refer  to  the 
effective  edition  of  Guideline  Manual 

4100.1. 

k.  Reimbursement  For  Unused 
Equipment.  The  LEAA  may  require  a 
grantee  or  other  recipient  of  funds  (Parts 
A,  D,  E  or  F)  to  reimburse  LEAA  for  the 
federal  share  of  the  cost  of  any  tmused 
equipment  OR  require  that  appropriate 
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measures  be  taken  to  put  such 
equipment  into  use  where: 

(1)  the  purchase  was  in  connection 
with  a  program  or  project  funded  by  . 
LEAA; 

(2)  the  aggregate  cost  was  $100,000  or 
more;  and, 

(3)  the  equipment  was  not  put  into  use 
within  one  year  of  the  date  set  for 
commencement  at  the  time  of  purchase 
or  has  not  continued  in  use  during  its 
useful  life. 

13.  Regulatory  Requirements.  In 
addition  to  statutory  requirements,  the 
award  and  administration  of  grant  and 
subgrant  funds  are  subject  to  applicable 
regulations  and  policies  that  have  been 
promulgated  by  the  Office  of 
Management  and  Budget  (OMB),  the 
General  Accounting  OfHce  and  the  U.S. 
Treasury.  Grantee,  subgrantee  and 
contractor  organizations  should 
maintain,  or  have  access  to,  copies  of 
documents  which  present  additional 
detailed  guidance  relating  to  the  award 
and  administration  of  grants,  subgrants, 
and  contracts.  These  documents  are 
particularly  important  to  grantees, 
subgrantees  and  contractors  in  the 
award  and  administration  of  funds. 
Contribution  ratios  of  grantor  agency 
programs  are  imaffected  by  the 
documents  and,  where  authorizing 
legislation  contains  explicit  restrictions 
on  the  reimbursement  of  particular 
costs,  such  restrictions  are  also 
unaffected.  For  a  list  of  the  regulatory 
documents,  refer  to  paragraph  19  of  this 
chapter. 

14.  Administrative  Requirements. — a. 
Applicability  of  Circulars.  This 
requirement  is  the  same  as  under  the 
Crime  Control  and  Juvenile  Justice  Acts. 
Refer  to  paragraph  20a  of  this  chapter. 

b.  Other  Administrative 
Requirements. — (1)  Prior  Approval  of 
Cost  Items.  Written  approval  of  grant 
and  subgrant  costs  is  required  for 
speciHc  cost  items.  This  prior  approval 
responsibility  is  vested  in  either  the  CJC, 
entitlement  jurisdiction  or  the  grantor 
agency,  depending  upon  the  source  of 
funds  and  the  amount  of  the  cost.  Those 
costs  generally  requiring  grantor  agency, 
CJC  or  entitlement  jurisdiction  approval 
are  discussed  in  detail  in  Chapter  5. 

(2)  Reprogramming  of  Funds. — (a) 

CfC. — 1.  The  movement  of  funds  from 
one  program  to  another  program 
contained  in  an  approved  State  Formula 
Award,  which  results  in  a  cumulative 
increase  or  decrease  in  the  budgeted 
total  cost  for  any  program  by  more  than 
25  percent  must  be  approved  by  the 
grantor  agency  prior  to  the  expenditure 
of  funds.  The  grantor  agency  will 
consider  retroactive  approval  only  in 
extremely  unusual  circumstances.  When 
such  retroactive  approval  is  not 


considered  warranted,  the  grantor 
agency  will  exercise  its  option  to  reduce 
the  grant  by  the  amount  of  the 
unauthorized  reprogrammed  funds. 

2.  Regardless  of  the  amount,  prior 
OJJDP  approval  is  necessary  for  any 
reprogramming  of  Part  D  formula  funds 
out  of  juvenile  justice  programs.  The 
OJJDP  must  be  notified  of  any 
reprogramming  of  funds  which  increases 
the  juvenile  justice  maintenance  of 
effort  share  for  a  specific  state. 

(b)  Entitlement  Jurisdictions.  The 
movement  of  funds  from  one  program  to 
another  contained  in  an  approved 
entitlement  jurisdiction  award  requires 
the  prior  approval  of  the  CJC. 

(3)  Redesignation  of  Fund  Year. 
Criminal  Justice  Councils  and 
entitlement  jurisdictions  are  prohibited 
from  changing  Part  D  formula  grant  and 
subgrant  awards,  and  their  related 
obligations  and  expenditures,  from  one 
fiscal  year  to  another  fiscal  year. 

(4)  Comingling  of  Funds.  The 
accounting  systems  of  all  grantees  and 
subgrantees  must  insure  that  grantor 
agency  funds  are  not  comingled  with 
funds  from  other  Federal  agencies.  In 
addition,  grantees  and  subgrantees  are 
prohibited  from  comingling  funds  on 
either  a  program  by  program  basis  or  a 
project  by  project  basis.  Funds 
specifically  budgeted  and/or  received 
for  one  project' cannot  be  used  to 
support  another.  Where  a  grantee's  or 
subgrantee's  accounting  system  cannot 
comply  with  this  requirement,  it  is 
recommended  that  the  grantee  or 
subgrantee  establish  subsidiary 
accounts  or  a  system  to  provide 
adequate  fund  accountability  for  each 
project  which  it  has  been  awarded. 

Section  2.  Omnibus  Crime  Control  and 
Juvenile  Justice  Acts 

16.  General.  This  section  is  applicable 
to  programs  and  projects  funded  through 
FY  1979.  The  section  sets  forth  the 
program  requirements  relating  to  general 
fiscal  administration  for  grants, 
contracts  and  other  agreements  funded 
by  the  grantor  agency  under  the 
Omnibus  Crime  Control  and  Safe  Streets 
Act  of  1968  as  amended,  and  the 
Juvenile  Justice  and  Delinquency 
Prevention  Act  of  1974,  as  amended.  The 
fiscal  and  administrative  requirements 
applicable  to  all  grantees,  subgrantees, 
contractors  and  other  organizations 
under  Federal  agreements  are  explained 
in  three  stages.  First,  the  source  and 
nature  of  funds  awarded  are  defined. 
Subsequently,  the  section  explains  the 
respective  fiscal  requirements  imposed 
by  statutes.  Federal  grant-in-aid 
regulations,  and  administrative 
regulations. 


17.  Source  and  Nature  of  Funds. 
Federal  funds  provided  for  the 
improvement  of  law  enforcement  and 
criminal  justice  programs,  as  authorized 
and  appropriated  by  the  Crime  Control 
Act  and  the  Juvenile  Justice  Act,  may  be 
used  for  comprehensive  planning; 
implementing  law  enforcement  and 
criminal  justice  (action]  programs;  or 
sponsoring  specific  training,  education, 
research  and  demonstration  projects. 
The  following  subparagraphs  explain 
how  the  funds  are  awarded  and  what 
they  are  to  be  used  for. 

a.  Basis  of  Awards.  Funds  are 
awarded  as  formula  and  block  (planning 
and  action]  grants,  categorical  (i.e., 
discretionary,  technical  assistance, 
research  and  development,  etc.]  grants, 
contracts  and  other  agreements. 

(1]  Formula  and  Block  grants  are 
awarded  to  the  States  on  the  basis  of 
their  general  population;  specific  target 
group  populations,  such  as  the  number 
of  youths  under  age  18,  and  certain 
calculated  indices,  such  as  the  severity 
of  crime  in  a  state. 

(2]  Categorical  grants  and  cooperative 
agreements  are  awarded  to  States,  units 
of  local  government  or  private  (profit/ 
non-profit]  organizations  at  the 
discretion  of  the  grantor  agency.  Most 
categorical  awards  are  competitive  in 
nature  in  that  there  are  limited  funds 
available  and  a  large  number  of 
potential  recipients. 

(3]  Contracts  are  awarded  by  the 
grantor  agency,  CJCs,  and  other  grantees 
or  subgrantees  to  both  profit  and  non¬ 
profit  organizations.  With  the  exception  * 
of  a  few,  justified  sole-source  situations, 
contracts  generally  are  awarded  via 
competitive  procurement  processes. 

(4]  Other  forms  of  funding  include 
interagency  agreements  and  purchase  of 
service  arrangements,  which  are  usually 
entered  into  by  two  governmental  units 
or  agencies.  Such  funding  arrangements 
are  negotiated  by  the  entities  involved. 

b.  Funds  Available  Under  the  Crime 
control  Act.  Title  I  of  the  Crime  Control 
Act  authorize  four  types  of  funds.  CJCs 
may  use  any  of  these  funds  to  award 
subgrants,  contracts  or  to  enter  into 
other  financial  arrangements  for  the 
procurement  of  goods  and  services. 

Other  grantees/subgrantees  may  use 
these  funds  to  award  contracts  or  to 
enter  into  other  financial  arrangements 
for  the  procurement  of  goods  and 
services. 

(1]  Part  B — Planing  Grants.  Planning 
grants  are  for  the  use  of  States  and  units 
of  general  local  government  in 
developing  and  adopting  comprehensive 
law  enforcement  and  criminal  justice 
plans.  The  grantor  agency  awards  these 
funds  to  the  States  on  a  formula  basis; 
each  State  then  sub-awards  a  portion  of 
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its  allocation  to  units  of  local 
government.  In  addition,  each  state  shall 
provide  that  at  least  $50,000  of  the 
Federal  funds  awarded  to  them  for  any 
fiscal  year  be  made  available  to  the 
judicial  planning  committee. 

(2)  Part  C— Grants  far  Law 
Enfarcement  Purposes.  “Action"  grants 
funded  under  this  Part  are  for  the  actual 
implementation  of  State  and  local 
programs  to  improve  and  strengthen  law 
enforcement  and  criminal  justice.  The 
grantor  agency  awards  85  percent  of 
these  funds  to  the  States  on  a  formula 
basis  and  the  remainder  of  either 
categorical  grants,  cooperative 
agreements  or  contracts. 

(3)  Part  D — Training,  Education, 
Research,  Demonstration  and  Special 
Grants.  Part  D  funds  are  for  the 
development  of  new  methods  for  the 
prevention  and  reduction  of  crime.  The 
National  Institute  of  Law  Enforcement 
and  Criminal  Justice  and  the  Office  of 
Criminal  Justice  Education  and  Training 
award  these  funds  directly,  as  either 
categorical  grants,  cooperative 
agreements  or  contracts. 

(4)  Part  E— Grants  for  Correctional 
Institutions  and  Facilities.  “Action” 
grant  funds  available  under  this  Part  are 
for  the  construction,  acquisition  and 
renovation  of  correctional  institutions 
and  facilities,  and  for  the  improvement 
of  correctional  programs  and  practices. 
The  grantor  agency  awards  50  percent  of 
these  funds  to  the  States  using  a  block 
formula  and  the  remaining  50  percent  of 
categorical  grants  to  either  CJCs  or  units 
of  general  local  government. 

c.  Funds  Available  Under  the  fuvenile 
Justice  Act.  Title  II  of  the  Juvenile 
Justice  Act  authorizes  three  types  of 
fimds.  CJCs  may  use  any  of  these  funds 
to  award  subgrants,  contracts  or  to  enter 
into  other  financial  arrangements  for  the 
procurement  of  goods  and  services. 

Other  grantees/subgrantees  may  use 
these  funds  to  award  contracts  or  to 
enter  into  other  financial  arrangements 
for  the  procurement  of  goods  and 
services. 

(1)  Part  B,  Subpart  I— Formula  Grants. 
Funds  are  available  under  this  subpart 
are  used  for  various  general  activities  to 
improve  the  overall  juvenile  justice 
system.  Seventy-five  percent  of  the 
funds  appropriated  for  Part  B  are 
awarded  by  the  grantor  agency  to  the 
States  on  the  basis  of  relative 
population  of  youths  under  age  eighteen. 

(2)  Part  B,  Subpart  II— Special 
Emphasis  Prevention  and  Treatment 
Programs.  Funds  available  under  this 
subpart  are  used  for  the  promotion  of 
specific  programs  designed  to  develop 
new  approaches  for  dealing  with  youths 
in  trouble.  Twenty-five  percent  of  the 
funds  appropriated  for  Part  B  are 


awarded  directly  by  the  grantor  agency 
as  either  categorical  grants,  cooperative 
agreements  or  contracts. 

(3)  Part  C,  National  Institute  for 
Juvenile  Justice  and  Delinquency 
Prevention.  Funds  made  available 
through  the  National  Institute  are  used 
for  the  collection,  preparation  and 
dissemination  of  usefiil  data  snd 
techniques  regarding  the  treatment  and 
control  of  juvenile  offenders.  All  funds 
are  awarded  directly  as  either 
categorical  grants,  cooperative 
agreements  or  contracts. 

d.  Joint  Use  of  Funds.  Funds  awarded 
imder  the  various  parts  of  the  Crime 
Control  Act  and  the  Juvenile  Justice  Act 
are  to  be  used  for  programs  and  projects 
in  compliance  with  the  legislative  intent 
of  each  respective  part.  In  addition, 
there  are  several  instances  where,  by 
statute.  Congress  intends  that  funds  be 
jointly  used. 

(1)  Juvenile  Justice  Maintenance  of 
Effort.  Under  Section  261  (b)  of  the 
Juvenile  Justice  and  Delinquency 
Prevention  Act  and  Section  520(b]  of  the 
Crime  Control  Act  of  1976,  the 
Administration  shall  maintain  from  the 
appropriation  for  the  grantor  agency, 
each  fiscal  year,  at  least  19.15  percent  of 
the  total  appropriations  for  the 
Administration,  for  juvenile  delinquency 
programs.  This  19.15  percent 
requirement  may  include  both 
administrative  and  action  funds 
expended  for  purposes  consistent  with 
the  Juvenile  Justice  Act.  These  funds  are 
in  addition  to  the  funds  appropriated 
under  Section  261(a)  of  the  Juvenile 
Justice  Act. 

(2)  Funding  for  Corrections.  Funds 
under  both  Parts  C  and  E  of  the  Crime 
Control  Act  may  be  used  for  the 
improvement  of  correctional  programs 
and  facilities.  Under  the  Part  E 
compliance  requirement,  however,  a 
State  must  provide  assurance  that  Part  E 
funds  will  not  be  used  to  reduce  the  Part 
C  funds  which  a  State  would  normally 
allocate  to  corrections. 

(3)  State  Planning.  In  addition  to  Part 
B  of  the  Crime  Control  Act,  formula 
funds  fi'om  the  Juvenile  Justice  Act  may 
be  used  to  develop  a  State  plan  or  for 
other  pre-award  activities  associated 
with  such  State  plan  and  to  pay  that 
portion  of  the  expenditures  which  are 
necesssary  for  efficient  administration, 
including  monitoring  and  evaluation. 

The  amount  of  Juvenile  Justice  (JJ) 
formula  funds  used  for  such  purpose, 
however,  may  not  exceed  7Vi  percent  of 
the  total  annual  alloment. 

(4)  Other  Federal  Programs.  At  the 
discretion  of  the  grantor  agency,  a  State 
may  utilize  up  to  25  percent  of  its  JJ 
formula  grant  funds  to  meet  the  non- 
Federal  matching  requirement  for  any 


other  Federal  juvenile  delinquency 
program  grant  excluding  grantor  agency 
(LEAA,  NIJ  or  BJS]  programs. 

18.  Statutory  Requirements.  In 
addition  to  the  broad  fiscal  provisions  of 
the  Crime  Control  Act  and  the  Juvenile 
Justice  Act,  as  defined  in  paragraph  17, 
there  are  a  number  of  specific  financial 
requirements  which  must  be  adhered  to 
by  grantees  and  subgrantees.  These 
requirements  are  identified  below: 

a.  "Pass-Through" Requirement.  An 
obligation  on  the  part  of  the  States  to 
make  grant  fimds  available  to  local  units 
of  government,  or  combiniations  of  local 
units,  as  follows: 

Figure  2-2.— Summary  of  Pass-Through  to  Units  of 
General  Local  Government 


Fund  type  AppOcabH-  Percentage 

«y 

Part  BPIannjng..  Yes _ 

„40%. 

Parte  Block _ Yes _ 

..  Variable  Pass-Througti. 

JJ  Formula . Yes _ _ 

..  66%%. 

AH  ottter  grantor  No ...... 

agency  funds. 

(1)  Part  B— Planning  Funds.  Forty 
percent  of  a  State’s  Federal  planning 
grant  funds  must  be  passed-through  to 
general  local  units  of  government,  or 
combinations  of  local  units,  unless  a 
waiver  has  been  obtained.  (Section 
203(c)). 

(2)  Part  C — Grants  for  Law 
Enforcement  or  Criminal  Justice 
Purposes  (Action  Funds).  A  variable 
percentage  of  a  State’s  Federal  block 
action  grant  funds  must  be  passed 
through  to  units  of  general  local 
government  or  combinations  of  local 
units.  This  percentage  is  determined  by 
calculating  the  ratio  of  the  total  non- 
Federal  local  expenditures  for  criminal 
justice  system  operation  to  the  total 
non-Federal  expenditures  for  all 
operations  of  the  criminal  justice  system 
within  the  State  during  the  preceding 
fiscal  year. 

(3)  JJ— Formula  Grants.  At  least  66% 
percent  of  funds  received  by  the  State, 
excluding  funds  made  available  to  the 
State  advisory  group,  are  to  be  made 
available  for  programs  to  local  units  of 
government  of  combinations  of  local 
units. 

(4)  Accounting  and  Documentation  for 
State  Expenditure  of  Pass-Through 
Funds  on  Behalf  of  Local  Units  of 
Government.  CJCs  may  expend,  on 
behalf  of  units  of  general  and  local 
government,  the  “pass-through”  portions 
of  Part  B  planning  funds.  Part  C  block 
action  funds  and  JJ  formula  funds 
providing  the  following  conditions  are 
met. 

(a)  Prior  Approval.  The  cost  of 
services  provided  by  the  State,  or  direct 
outlays  by  the  State  on  behalf  of  local 
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units  of  government,  may  be  charged  as 
funds  made  available  to  local  units  only 
with  the  specific  prior  approval  of: 

1.  The  CJC,  and 

2.  The  local  unit  (s)  to  which  the 
services  will  be  made  available. 

(b)  Documentation.  CJC  records  shall 
contain  explicit  documentation  of 
consent  for  such  expenditures.  Although 
no  special  form  of  documentation, 
accounting  or  recording  need  to  be  used, 
board  meeting  minutes,  signed 
certiHcations  or  waivers,  or  written 
records  of  local  government  meetings 
called  for  this  purpose  are 
recommended. 

b.  Buy-In.  This  requirement  is 
applicable  to  the  total  aggregate  Part  B 
and  Part  C  funds  which  each  State  is 
required  to  pass-through  to  units  of 
general  local  government  or 
combinations  of  local  units.  Each  State 
must  provide  in  the  aggregate  of  Part  B 
planning  and  Part  C  block  action  grants 


not  less  than  50  percent  of  the  required 
non-Federal  share. 


Figure  2-i.— Summary  of  Buy-In  Requirement 


Fund  type  Applicabil- 

Required  percentage  of  non- 

ily 

Federal  share  to  be  supplied  by 

State 

Part  B  Planning..  Yes  ’. _ 

50%. 

Part  C  Block  Yes  *. — 

50%. 

(including 

construction). 

All  Other  No . 

Grantor 

Agency  Funds. 

'  Applicable  only  to  required  Pass-Through  of  40%. 

applicable  to  Grants  Awarded  to  Regional  Planning 

Units. 

’Applicable  only  to  required  Variable  Pass-Through  lor 
state. 

c.  Federal  Participation' Ratios.  The 
ratios  for  Federal  participation  in  the 
funding  of  programs  and  projects  are 
shown  in  figures  2-3: 


Figure  2-4.— Summary  of  Match  Requirements  Unrfer  Crime  Control  Act  and  Juvende  Justice  Act 


Fund  type  Match  Percentage 

■requirement 


Part  B  Planning . . .  Yes  ' . .  10 

Part  C  Block: 

Operationat . . Yes . .  10 

Consfruction - Yes . . SO 


Part  C:  Discretionary— Awarded  by  Yes .  10 

grantor  agency  (including 
constnxition). 

Part  E— Awarded  by  grantor  Yes .  10 

agency  or  State  agency:  Block 
and  di^etionary  (including 


Type  of  match  Appropriated 


Cash - Aggregated. 

Cash .  (1)  On  a  project  by  project  basis  or  a  pro- 

Cash  gram  by  program  basis  if  the  CX:  ad^ts 

this  more  restrictive  procedure  as  a  forr^ 
la:  or 

(2)  On  a  combination  of  Ote  above,  if  the  CJC 
adopts  this  more  restrictive  procedure  as  a 
formula  and  with  prior  approval  of  the 
grantor  agency;  or 

(3)  A  unit  of  government  basis,  i.e.,  by  city, 
county,  or  by  CJC. 

Cash . .  (1)  A  project  by  project  basis;  or 

(2)  On  an  overall  program  bc»is  when  specif¬ 
ic  unit  of  government  receives  discretionary 
funds  for  coordinated  program  funds. 

Cash .  Block— same  as  part  C  block  above. 

Discretiortaiy— same  as  part  C  discretionary 
above. 


construction). 
Part  D: 


Research,  development  and 

No — . . 

evaluation. 

Nn 

,  No .  __ 

Education  (exdudktg 

No . . 

curriculum  development). 

Curriculum  development - Yes*. - -  25  Cash  or  m-  A  project  by  project  basis. 

kind. 


Juvertile  Justice— Formula  Yes  ’  *. 

subgrants  to  CJCs  or  units  of 
local  government:  For  fiscal 
yev  1978  and  prior  years 
obligated  funds. 


For  fiscal  year  1978  and  prior  No  ’  ‘ _ _ 

years  unobligated  funds  (as 
of  Oct  1, 1978). 

For  fiscal  year  1979  and  No  * _ 

subsequent  years  funds. 

Subgrants  to  private  agencies:  For  Yes  * . . . 

fiscal  year  1978  and  prior  years 
obligated  funds. 


For  fiscal  year  1978  and  prior  No  * . 

years  unobligated  funds  (as 
of  Oct  1. 1978)  and  for 
fiscal  year  1979  and 
subsequent  years  funds. 

Juvenile  Justice— Special  emphasis  (categorical): 

For  fiscal  year  1978  and  prior  Yes  *  *. . . 

years  obligated  funds. 


10  Cash .  (1)  On  a  project  by  project  basis  or  a  pro¬ 

gram  by  program  basis  if  the  CJC  adopts 
this  more  restrictive  procedure  as  a  formu¬ 
la;  or 

(2)  On  a  combination  of  the  above,  if  the  CJC 
adopts  this  more  restrictive  procedure  as  a 
formula  and  with  prior  approval  of  the 
grantor  agerxr.  or 

(3)  Unit  of  government  basis,  i.e.,  by  city, 
county,  or  by  CJC. 


10  Cash . .  (1)  On  a  prefect  by  project  basis, 

(2)  On  a  program  by  program  ba^  if  the  CJC 
adopts  this  procedure;  or 
(0)  On  a  agency  by  agency  basis  U  a  given 
private  agency  is  the  recipient  of  support 
from  more  than  one  subgrant. 


10  Cash 
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Figurt  2-4.— Summary  of  Match  Requiremerrts  Under  Crime  Control  Act  and  Juvenile  Justice  Act— Continued 


Fund  type 

Match 

requirement 

Percentage  Type  of  match 

Appropriated 

For  decal  year  1978  and  prior 

years  unobligated  funds  (as 
of  Oct  1.  1978)  and 
subsequent  years  funds. 

Ym  *» . 

'  Federal  participation  may  be  up  to  100%  furxling  to  regional  planning  units. 

’Cash  or  in-kind  as  determined  by  the  grantor  agency. 

’A  required  non-Federal  share  (up  to  10  percent  hard  match). 

*A  required  norvFederal  share  (50%  hard  match)  is  required  (or  construction  projects. 

*A  non-Federal  share  (10%  hard  match)  may  be  required  by  the  CX  on  fiscal  year  1978  funds. 

‘Cash  requirement  may  be  waived  by  grantor  agency  in  whole  or  in  part  arxl  in-kirKf  match  substituted. 

’A  required  non-Federal  share  of  10%  hard  match  (money,  facilities  or  services)  can  be  required  by  grtmtor  agency. 


(1)  Part  B  Planning  Funds.  Maximum 
Fecieral  participation  is  90  percent.  The 
ration  may  go  as  high  as  100  percent 
funding  to  regional  planning  units.  (For  a 
definition  of  regional  planning  units, 
refer  to  the  effective  edition  of 
Guidelines  Manual  4100.1,  State 
Planning  Agency  Grants.) 

(2)  Part  C  and  Part  E  Actian  Funds. 
Maximum  Federal  participation  is  90 
percent  for  Part  C  and  Part  E  action 
funds  except  for  construction  under  Part 
C  block  which  is  50  percent. 

(3)  Part  D.  A  grant  authorized  under 
this  part  may  be  up  to  100  percent  of  the 
total  cost  of  each  project  for  which  the 
grant  is  made.  Grants  using  educational 
development  funds  are  funded  at  75 
percent  Federal  participation  and  25 
percent  match. 

(4)  JJ  Formula  Funds. — (a)  For  FY 1978 
and  prior  years  obligated  funds,  the 
Federal  funds  awarded  may  not  exceed 
90  percent  of  the  costs  of  programs  and 
projects  funded.  The  non-Federal  share 
of  such  costs,  therefore,  must  be  at  least 
10  percent. 

(b)  For  FY  1978  and  prior  years 
unobligated  funds  (as  of  October  1, 

1978),  the  Federal  funds  awarded  may 
be  up  to  100  percent  of  the  costs  of 
programs  and  projects.  Any  required 
non-Federal  share  (up  to  10  percent  of 
such  costs)  will  be  determined  by  the 
CJC. 

(c)  For  FY  1979  and  subsequent  years 
funds,  the  Federal  funds  awarded  shall 
be  at  100  percent  of  the  costs  of  projects 
and  programs  funded. 

(5)  Exceptions.  Federal  participation 
for  all  construction  projects  funded  by 
Part  C  block  and  juvenile  justice  grants 
is  limited  to  50  percent.  Federal  • 
participation  for  all  grants  awarded  to 
Insular  Areas  (i.e..  Virgin  Islands,  Guam, 
American  Samoa,  the  Trust  Territory  of 
the  Pacific  Islands,  and  the  Government 


of  the  Northern  Mariana  Islands)  shall 
be  at  100  percent. 

d.  Hard  Match  Requirements.  The 
Crime  Control  Act  provides  that  the 
non-Federal  share  of  the  cost  of  any 
program  or  project  under  Parts  B,  C  and 
E  shall  be  new  money  appropriated  in 
the  aggregate  by  the  State  and  local  unit 
of  government.  Individual  categorical 
grant  recipients  may  provide  an 
aggregate  amoimt  of  cash  to  be  used  and 
applied  as  Federal  grants  are  received, 
or  may  appropriate  match  for  each 
categorical  grant  on  an  individual  basis. 
The  following  is  a  discussion  of  how  the 
matching  contribution  may  be  provided. 

(1)  Hard  Match.  May  be  applied  from 
the  following  sources: 

(a)  Funds  from  State  and  local  units  of 
government,  that  have  Seen  identiBed  in 
their  budgets  or  appropriations  as  a 
binding  commitment  of  matching  funds 
for  programs  or  projects: 

(b)  Funds  from  the  Housing  and 
Community  Development  Act  of  1974. 

(c)  Funds  contributed  from  public  and 
private  sources. 

(d)  Funds  from  Applachian 
Redevelopment  Acti 

(e)  Funds  from  General  Revenue 
Sharing  Act. 

(2)  New  Funds.  May,  be  calculated  on 
the  basis  of: 

(a)  The  amount  of  increase  in  cash 
input  to  a  program  or  project  from  the 
previous  year’s  hard  match  and 
nonrecurring  items. 

(b)  The  extent  to  which  the  current 
cash  input  exceeds  the  previous  three 
years  average  input,  less  the  previous 
year’s  hard  match  and  non-recurring 
items. 

(3)  Salaries  of  Personnel.  Salaries  of 
personnel  transferred  to  a  grantor 
agency  project  may  not  be  considered 
hard  match  unless  the  vacancies  created 
by  their  transfer  are  filled  by  personnel 
whose  salaries  are  from  appropriated 
State  or  local  funds. 


e.  Timing  of  Matching  Contributions. 
Matching  contributions  need  not  be 
applied  at  the  exact  time  or  in 
proportion  to  the  obligation  of  the 
Federal  funds.  However,  the  full  grantee 
and/or  subgrantee  matching  share  must 
be  oligated  by  the  end  of  the  period  for 
which  the  Federal  funds  have  been 
made  available  for  obligation  under  an 
approved  program  or  project.  Grantees 
and  subgrantees  receiving  State 
appropriate  buy-in  funds  as  part  of  their 
match  may  wish  to  obligate  those  funds 
earlier  on  in  the  project  in  order  to 
prevent  their  lapsing  after  completion  of 
the  State’s  Hscal  year. 

f.  Records  for  Match.  All-grantees  of 
grantor  agency  funds  must  maintain 
records  which  clearly  show  the  amount 
and  the  timing  of  all  matching 
contributions.  In  addition,  if  a  program 
or  project  has  included  within  its 
approved  budget  contributions  which 
exceed  the  required  matching  portion, 
the  grantee  must  maintain  records  of 
them  in  the  same  maimer  as  he  does  the 
grantor  agency  funds  and  required 
matching  shares.  For  all  block  C  and  E 
funds  and  for  }J  formula  funds,  the  CJC 
has  primary  responsibility  for 
compliance  with  the  requirements.  For 
all  categorical  funds,  including  JJ  Special 
Emphasis  grants,  the  grantee  and  the 
subgrantee  or  contractural  recipient 
have  shared  responsibility  for  ensuring 
compliance  with  the  requirements 
regarding  matching  shares. 

g.  Waiver  of  Match  for  Indian 
Applications.  Sections  301(c)  and  306  of- 
Title  I  provide  that  grantor  agency 
programs  or  projects  to  Indian  tribes  or 
aboriginal  groups  may  be  awarded  with 
no  required  matching  contribution 
where  it  is  the  case  that  the  group  does 
not  have  sufHcient  funds  available  to 
meet  the  matching  share.  Lists  of  Indian 
entitled  to  apply  for  this  waiver  are 
available  from  the  U.S.  Department  of 
Interior,  The  following  policies  and 
procedures  establish  the  process  to  be 
employed  in  seeking  these  special 
waivers. 

(1)  Letter  of  Certification.  Request  for 
a  waiver  of  matching  funds  from  Indian 
tribes  or  other  aboriginal  groups  must  be 
supported  by  a  formal  letter  of 
certification  stipulating  that  match  for 
the  Indian  application  cannot  be 
provided.  This  certification  must  be 
executed  in  name  and  title  by  the 
recognized  Indian  leader(s)  of  the 
applicant  Indian  group. 
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(2)  Fiscal  Year  Waivers.  The  grantor 
agency  may  at  its  discretion  delegate  the 
authority  to  grant  waivers  to  a  C}C.  This 
may  cover  some  or  all  of  the  Indian 
entities  in  a  State.  The  waiver  authority 
permits  the  CJC  to  approve  all 
applications  at  100  percent  funding  from 
Indian  entities  during  the  fiscal  year, 
provided  that  a  certiHcation  is  obtained 
from  each  application  and  forwarded  to 
the  grantor  agency  in  Washington. 
Applications  for  fiscal  year  waivers 
must  be  supported  by  a  statement  from 
the  CJC  Director,  and  approved  by  the 
Governor  of  the  State,  that  each  Indian 
entity  covered  by  the  application  is 
unable  to  provide  non-Federal  funding 
for  that  hscal  year. 

h.  One  Third  Personnel  Limitation.  As 
required  by  Section  301(d)  of  the  Crime 
Control  Act,  not  more  than  one-third  of 
any  action  grant  made  under  Part  C  of 
Title  I  may  be  expanded  for 
compensation  of  police  and  other 
regular  law  enforcement  personnel 
exclusive  of  time  engaged  in  training 
programs  or  in  research,  development, 
demonstration,  or  other  short-term  ' 
projects  (6  months  or  less).  It  is  intended 
that  the  use  of  part  C  block  grant  funds 
for  the  salaries  of  personnel  whose 
primary  responsibility  is  to  provide 
assistance,  maintenance,  or  auxiliary 
components  of  law  enforcement 
agencies  shall  not  be  subject  to  the 
limitations  set  forth  in  Section  301(d}. 
Expenditures  above  this  one-third  limit 
are  not  allowable  as  a  charge  on  Federal 
funds  but  may  be  allowed  as  a  grantee 
contribution. 

(1)  Applicability.  Subgrantees  may 
individually  provide  for  expenditure  of 
more  than  one-third  of  Federal  funds  for 
compensation  of  personnel  provided 
that  the  combined  expenditures  for  all 
programs  and  projects  supported  by  the 
block  grant  ot  the  CJC  do  not  exceed  the 
limit.  This  limitation  is  applicable  to 
categorical  grants  on  an  individual 
basis. 

(2)  Exclusions.  In  applying  the  “one- 
third”  limitation,  only  the  wages  and 
salaries  of  grantee  or  subgrantee 
employees  need  be  counted,  and  not 
fees  or  other  remuneration  of  non¬ 
employee  consultations  or  personnel 
costs  of  private  or  educational 
institution  contracts  providing  services 
to  grantees  or  subgrantees.  The 
limitation  does  not  apply  to  personnel 
compensation  under  Part  B  planning 
grants.  Replacement  or  substitute  costs 
for  personnel  in  training  are  not  within 
the  statutory  exclusion,  but,  where 
Federal  funds  are  used  to  reimburse  the 
subgrantee  for  compensation  of 
personnel  “undergoing  training 
programs,”  this  is  within  the  exclusion 


and  the  resulting  savings  can  often  be 
applied  toward  replacement  manpower. 

(3)  Records.  The  CJC  must  maintain 
records  which  demonstate  how  it  is 
meeting  the  one-third  limitation  for  law 
enforcement  and  criminal  justice 
personnel.  The  method  used  shall  be 
considered  an  integral  part  of  its  ofHcal 
records. 

(4)  Suggested  Format.  The  following  is 
offered  as  a  suggested  format  for 
documenting  the  one- third  limitation. 

(a)  Estimated  total  personnel 

compensation  in  all  Part  C  programs, 
exclusive  of  time  spent  in  training, 
research  and  development  of  short-term 
projects:  (a)  $ - . 

(b)  Estimated  total  law  enforcement 

and  criminal  justice  personnel 
compensation  in  all  Part  C  programs, 
exclusive  of  time  spent  in  training, 
research  and  development  or  short-term 
projects:  (b)  $ - . 

(c)  Estimated  total  increases  in 

personnel  compensation  of 
implementing  agencies,  exclusive  of 
same  compensation  items  included  in 
(b):  (c)$ - . 

(d)  Estimated  expenditures  from 

Federal  share  for  the  increased 
personnel  compensation  provided  in  (a) 
above,  exclusive  of  the  same 
compensation  items  in  (b)  and  not  to 
exceed  50  percent  of  (c):  (d)  $ - 

i.  Non-Supplanting  of  State  or  Local 
Funds.  (1)  The  Act  prohibits  the  use  of 
Federal  funds  to  supplant  State  or  local 
funds.  Each  State  must  develop 
procedures  to  comply  with  this 
requirement  and  maintain  these 
procedures  as  part  of  the  ofHcial  records 
of  the  State. 

(2)  Requirement  procedures  shall 
account  for  the  non-supplanting 
requirement  in  the  following  maimer:  (a) 
Certification.  Certibcations  shall  be  in 
writing  and  should  be  to  the  effect  that 
Federal  fimds  have  not  been  used  to 
replace  State  or  local  funds  that  would, 
in  the  absence  of  such  Federal  aid,  be 
made  available  for  law  enforcement  and 
criminal  justice.  Such  certiHcation  may 
be  incorporated  in  prescribed  grantee 
reports  and  should  be  provided  not  less 
than  annually. 

(b)  Documentation.  Certifications 
shall  be  held  in  grantee’s  files  for  the 
purpose  of  Federal  audit.  Any 
certifications  requiring  special 
explanations  because  of  reduced  or 
unchanged  local  investment  in  law 
enforcement  shall  be  forwarded  to  the 
grantor  agency  for  informational 
purposes. 

(c)  Combinations  of  Local  Units. 

Where  grants  are  awarded  to  a 
combination  of  local  government  units, 
certifications  should  cover  all  . 


participating  units  and  their  combined 
law  enforcement  expenditures. 

j.  State  Assumption  of  Costs.  CJCs 
must  demonstrate  the  willingness  of  the 
State  and  units  of  general  local 
government  to  assume  the  costs  of 
improvements  funded  by  the  grantor 
agency  (Crime  Control  Act  only)  after  a 
reasonable  period.  The  grantor  normally 
defines  a  “reasonable  period”  as  three 
years.  Accordingly,  each  State  must 
establish  procedures  by  which 
subgrantees  will  specify,  in  the  last  year 
of  their  grants,  what  plans  have  been 
made  for  eventual  incorporation  of  some 
or  all  project  activities  into  the 
operation  of  State  or  local  governmental 
agencies. 

19.  Regulatory  requirements. — a.  In 
addition  to  statutory  requirements,  the 
award  and  administration  of  grant  and 
subgrant  funds  are  subject  to  applicable 
regulations  and  policies  that  have  been 
promulgated  by  the  Office  of 
Management  and  Budget  (OMB),  the 
General  Accounting  Office  and  the  U.S. 
Treasury.  Grantee,  subgrantee  and 
contractor  organizations  should 
maintain,  or  have  access  to,  copies  of 
documents  which  present  additional 
detailed  guidance  relating  to  the  award 
and  administration  of  grants,  subgrants, 
and  contracts.  The  following  documents 
ar&  particularly  important  to  grantees, 
subgrantees  and  contractors  in  the 
award  and  administration  of  funds. 
Contribution  ratios  of  grantor  agency 
programs  are  unaffected  by  the 
documents  and.  where  authorizing 
legislation  contains  explicit  restrictions 
on  the  reimbursement  of  particular 
costs,  such  restrictions  are  also 
unaffected. 

(1)  Code  of  Federal  Regulations 
(Titles  28  and  41).  These  Titles  set  forth 
grantor  agency  program  and 
administrative  regulations  applicable  to 
all  Federal  grants. 

(2)  Federal  Register.  This  publication 
is  issued  to  announce  major  proposed 
and  final  rule  making  issuances, 
including  announcements  of  ifew 
programs  and  regulations,  as  well  as 
policies  issued  by  the  Office  of 
Management  and  Budget  and  the 
Federal  grantor  agency. 

(3)  Federal  Management  Circular 
(FMC)  73-6,  Coordinating  Indirect  Cost 
Rates  and  Audits  at  Educational 
Institutions. 

(4)  Federal  Management  Circular 
(FMC)  73-7,  Administration  of  College 
and  University  Research  Grants. 

(5)  Office  of  Management  and  Budget 
(OMB)  Circular  A-21,  Cost  Principles 
for  Educational  Institutions.  This 
circular  establishes  principles  for 
determining  costs  applicable  to  grants 
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and  contracts  with  educational 
institutions.  (Refer  to  appendix  1) 

(6)  Federal  Management  Circular 
(FMC)  74-4,  Cost  Principles  Applicable 
to  Grants  and  Contracts  with  State  and 
Local  Governments.  This  circular 
establishes  principles  and  standards  for 
determining  costs  applicable  to  grants 
and  contracts  with  State  and  local 
governments.  (Refer  to  appendix  2) 

(7)  Office  af  Management  and  Budget 
(0MB)  Circular  A-73  (revised),  Audit  of 
Grants-in-Aid  to  State  and  Local 
Governments.  This  circular  sets  forth 
policies  to  be  followed  in  the  audit  of 
Federal  grants-in-aid  to  State  and  local 
governments. 

(8)  Office  of  Management  and  Budget 
(OMB)  Circular  A-102,  Uniform 
Administrative  Requirements  for 
Grants-in-Aid  to  State  and  Local 
Governments.  This  circular  establishes 
standards  for  the  administration  of 
grants  to  State  and  local  governments. 
(Refer  to  appendix  3) 

(9)  Office  of  Management  and  Budget 
(OMB)  Circular  A-1 10,  Grants  and 
Agreements  with  Institutions  of  Higher 
Education,  Hospitals  and  Other  Non- 
Profit  Organizations.  This  circular 
establishes  standards  for  the 
administration  of  grants  to  institutions 
of  Higher  Education,  Hospitals  and 
other  non-profit  oiganizations.  (Refer  to 
appendix  4] 

(10)  Office  of  Management  and  Budget 
(OMB)  Circular  A-111,  Jointly  Funded 
Assistance  to  State  and  Local 
Governments  and  Non-Profit 
Organizations.  This  circular  establishes 
policies  and  procedures  to  be  followed 
in  the  joint  funding  of  related  programs 
of  Federal  assistance  to  State  and  local 
governments  and  non-profit 
organizations. 

(11)  OMB  Circular  on  Cost-Principles 
for  Non-Profit  Organizations  is  under 
development.  Appendix  5  is  being 
reserved  for  this  circular. 

b.  Copies  of  the  documents  referred  to 
in  paragraph  19a(l)  through  19a(10)  are 
available  in  booldet  form  from  the 
Office  of  Administration,  Publications 
Unit,  Room  G  236,  New  Executive  Office 
Building,  Washington,  D.C.  20503. 

20.  Administrative  requirements. — a. 
Applicability  of  Circulars.  The  basic 
grantor  agency  focus  in  applying  the 
grant  administration  practice  and  the 
allowability  of  costs  principles 
contained  within  the  circulars 
referenced  above  is  the  extent  to  which 
they  contribute  to  the  purposes  and 
execution  of  the  grantor  agency 
programs.  Accordingly:  (1)  Grantees  will 
each  bear  their  appropriate  share  of 
allocated  costs  as  allowable,  not  only 
under  the  appropriate  circular,  but  also 


under  State  and  local  laws  or 
regulations  and  grantee  practices. 

(2)  Grantees  and  their  subgrantees 
will  accept  responsibility  for  expending 
and  accounting  for  Federal  funds  in  a 
manner  consistent  with:  (a)  Pertinent 
agreements  and  project  aild/or  program 
objectives,  and 

(b)  Policies  and  procedures  that  apply 
uniformly  both  to  federally  assisted  and 
other  activities  of  the  grantee  or 
subgrantee. 

(3)  Grantees  and  their  subgrantees 
have  the  primary  responsibility  for 
employing  whatever  form  of 
organization  and  management 
techniques  necessary  to  assure  proper 
and  efficient  administration  and  cost 
allocation,  including  accounting, 
budgeting,  reporting,  auditing  and  other 
review  controls. 

(4)  Grantees  and  subgrantees’  costs 
pertinent  to  carrying  out  unrelated 
functions  (i.e.,  unrelated  to  law 
enforcement  programs  receiving  grant 
support)  are  not  allowable  and  there  can 
be  no  recognition  of  “profit"  or  other 
increase  above  true  costs  to  grantees  or 
subgrantees  in  executing  Federal  grants. 

b.  Other  Administrative 
Requirements.  (1)  Prior  Approval  of 
Cost  Items.  Written  approval  of  grant 
and  subgrant  costs  is  required  for 
specific  cost  items.  This  prior  approval 
responsibility  is  vested  in  either  the 
CJCs,  entitlement  jurisdictions  or  the 
grantor  agency,  depending  upon  source 
of  funds  and  the  amount  of  the  cost. 
Those  costs  generally  requiring  grantor 
agency,  CJC,  or  entitlement  jurisdiction 
approval  are  discussed  in  detail  in 
Chapter  5. 

(2)  Reprogramming  of  Funds,  (a)  The 
movement  of  funds  from  one  program  to 
another  program  by  the  CJC  contained 
in  an  approved  State  Comprehensive 
Plan  (latest  approved  Attachment  A), 
which  results  in  a  cumulative  increase 
or  decrease  in  the  budgeted  total  cost 
for  any  program  by  more  than  25  percent 
must  be  approved  by  the  grantor  agency 
prior  to  the  expenditure  of  funds.  Such 
reprogramming  will  be  deemed  an 
amendment  of  the  grant  application  and 
award  and  requires  prior  grantor  agency 
concurrence.  The  grantor  agency  will 
consider  retroactive  approval  only  in 
extremely  unusual  circumstances.  When 
such  retroactive  approval  is  not 
considered  warranted,  the  grantor 
agency  will  exercise  its  option  to  reduce 
the  grant  by  the  amount  of  the 
unauthorized  reprogrammed  funds.  The 
25  percent  reprogramming  limit  will  be 
effective  as  of  the  date  of  this  guideline 
manual  and  will  apply  to  active  block 
planning  and  action  and  juvenile  justice 
formula  funds.  Reprogramming  of  FY 
1980  and  prior  years  block  funds  into 


programs  for  which  the  sole  or  primary 
purpose  is  the  purchase  of  equipment  or 
hardware  or  into  programs  for  new 
construction  is  prohibited. 

(b)  Regardless  of  the  amount,  prior 
OJJDP  approval  is  necessary  for  any 
reprogramming  of  Crime  Control  funds 
out  of  juvenile  justice  programs.  The 
OJJDP  should  be  notified  of  any 
reprogramming  of  funds  which  increases 
the  juvenile  justice  maintenance  of 
effort  share  for  a  specific  state. 

(3)  Funds  Availability.  Costs  of 
service  provided  by  the  State  or  direct 
outlays  by  the  State  for  or  on  behalf  of 
local  units  of  government  may  not  be 
charged  as  funds  made  “available”  to 
local  units  without  the  specific  approval 
of  both  the  State  Agency’s  supervisory 
board  and  the  local  units  to  which  the 
services  will  be  made  available.  A  unit 
of  general  local  government  means  any 
city,  county,  township,  town,  borough, 
parish,  village  or  other  general  purpose 
political  subdivision  of  a  State  or  an 
Indian  tribe  which  performs  law 
enforcement  fimctions  as  determined  by 
the  Secretary  of  the  Interior. 

(4)  Redesignation  of  Fund  Year.  State 
Agencies  are  prohibited  from  changing 
block  action,  formula  grant  and  subgrant 
awards,  and  their  related  obligations 
and  expenditures,  from  one  fiscal  year 
to  ano^er  fiscal  year.  Refer  to  the 
effective  edition  of  Guideline  M7100.4, 
“Block  and  Juvenile  Justice  Formula 
Grant  Administration  Requirements,” 
for  details. 

(5)  Comingling  of  Funds.  The 
accounting  systems  of  all  grantees  and 
subgrantees  must  insure  that  grantor 
agency  funds  are  not  comingled  with 
funds  from  other  Federal  agencies.  In 
addition,  grantees  and  subgrantees  are 
prohibited  from  comingling  funds  on 
either  a  program-by-program  basis  or  a 
project-by-project  basis.  Funds 
specifically  budgeted  and/or  received 
for  one  project  cannot  be  used  to 
support  another.  Where  a  grantee  or 
subgrantee’s  accounting  system  cannot 
comply  with  this  requirement,  it  is 
recommended  that  the  grantee  or 
subgrantee  establish  subsidiary 
accounts  or  a  system  to  provide 
adequate  fund  accountability  for  each 
project  which  it  has  been  awarded. 

21-23.  Reserved. 

Chapter  3.  Award,  Payment  and 
Financial  Reporting  Requirements 

24.  General. — All  grantees/ 
subgrantees  of  the  Federal  grantor 
agency  are  bound  by  uniform  award, 
payment  and  financial  reporting 
requirements.  The  purpose  of  this 
chapter  is  to  prescribe  the  procedures 
which  must  be  followed  by  grantees/ 
subgrantees  in  order  to  properly  initiate 
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grants,  receive  Federal  advances  or 
reimbursements  for  expenditures,  and 
report  on  grant  activities.  In  interpreting 
these  procedures,  however,  grantees/ 
subgrantees  should  recognize  that  the 
wide  range  of  criminal  justice  programs 
and  activities  sponsored  by  the  grantor 
agency  results  in  reporting  requirements 
and  forms  which  may  vary  horn  one 
type  of  grantee/subgrantee  to  another 
(e.g.,  a  CJC  receiving  formula  D  funds 
versus  a  non-profit  organization 
receiving  categorical  funds). 

25.  Conditions  of  award  and 
acceptance. — a.  Statement  of  Award. 
After  completion  of  the  internal  review 
process,  grant  applications  designated 
for  approval  are  formally  awarded  by 
the  grantor  agency  in  the  form  of  an 
issuance  of^an  Award  Statement.  This 
statement  identifies  the  Grantee  and 
Subgrantee  (if  applicable),  the  Period  of 
Award,  the  Type  and  Amount  of  Federal 
Funds  and  the  Award  Number.  As 
appropriate,  Special  Conditions  are 
included  which  the  grantor  agency  feels 
the  grantee /subgrantee  must  meet  if  he 
accepts  the  award.  This  award 
notification  process  is  applicable  to  all 
grant  applications  approved  for  award. 
All  correspondence  concerning  the 
award  shall  refer  to  the  designated 
Award  Number  shown  on  the  Award 
Statement. 

b.  Acceptance  Procedures.  The  Award 
Statement  constitutes  the  operative 
document  obligating  and  reserving 
Federal  funds  for  use  by  the  grantee/ 
subgrantee  in  execution  pf  the  program 
or  project  covered  by  the  award.  Such 
obligation  may  be  terminated  without 
further  cause,  however,  if  the  grantee/ 
subgrantee  shall  fail  to  affirm  its  timely 
utilization  of  the  grant  by  signing  and 
returning  the  signed  acceptance  to  the 
grantor  agency  WITHIN  45  DAYS  from 
the  date  of  award.  No  Federal  funds 
shall  be  disbursed  to  a  grantee/ 
subgrantee  until  the  signed  acceptance 
has  been  received  by  the  grantor 
agency. 

c.  Special  Cancellation  Conditions  for 
Subgrants.  The  CJC  must  condition  each 
Parts  C  and  E  block  action  and  Part  D 
and  JJ  formula  award  to  include  the 
following  cancellation  procedures. 

(1)  Commencement  Within  60  Days.  If 
a  project  is  not  operational  within  60 
days  of  the  original  starting  date  of  the 
grant  period,  the  subgrantee  must  report 
by  letter  the  steps  taken  to  initiate  the 
project,  the  reasons  for  delay,  and  the 
expected  starting  date. 

(2)  Operational  Within  90  Days.  If  a 
project  is  not  operational  within  90  days 
of  the  original  starting  date  of  the  grant 


period,  the  subgrantee  must  submit  a 
second  statement  to  the  CJC  explaining 
the  implementation  delay.  Upon  receipt 
of  the  90-day  letter,  the  CJC  may  cancel 
the  project  and  redistribute  the  funds  to 
other  project  areas.  The  CJC  may  also, 
where  extenuating  circumstances 
warrant,  extend  the  implementation 
date  of  the  project  past  the  90-day 
period.  When  this  occurs,  the 
appropriate  subgrant  files  and  records 
must  so  note  the  extension. 

26.  Payment  of  grant  funds. —  a. 
Applicability.  The  material  contained  in 
this  section  deals  with  the  payment  of 
funds  to  all  grantees.  The  procedures 
and  regulations  discussed  are  applicable 
to  all  grant  funds.  . 

b.  Annual  Requirement  Under 
$120,000.  Grantees,  whose  annual  fund 
requirement  for  all  of  the  types  of 
grantor  agency  grants  is  less  than 
$120,000,  receive  Federal  funds  on  a 
“Check  Issued”  basis.  Upon  receipt, 
review  and  approval  of  a  REQUEST 
FOR  ADVANCE  OR  REIMBURSEMENT 
(Form  H-3)  by  the  grantor  agency,  a 
Voucher  and  Schedule  for  Payment  is 
prepared  for  the  amount  approved.  This 
schedule  is  forwarded  to  the  U.S. 
Treasury  requesting  issuance  and 
mailing  of  the  check  directly  to  the 
grantee  dr  its  designated  fiscal  agent.  A 
request  must  be  limited  to  the  grantee’s 
immediate  cash  needs  and  submitted  at 
least  monthly.  The  H-3  Form,  along  with 
the  instructions  for  its  preparation,  are 
contained  in  appendix  6. 

c.  Annual  Requirement  Over  $120,000. 
Grantees,  whose  annual  fund 
requirement  for  all  types  of  agency 
grants  exceeds  $120,000,  generally 
receive  Federal  funds  by  utilizing  the 
“Letter  of  Credit”  procedure.  This 
funding  method  is  a  cash  management 
process  prescribed  by  the  U.S.  Treasury 
for  all  major  grant-in-aid  recipients.  All 
CJCs  must  utilize  the  Letter  of  Credit  by 
virtue  of  the  funding  levels 
contemplated  for  them  under  the  Act. 

All  forms  and  instructions  for  using  this 
method  of  payment  are  contained  in 
appendix  7. 

d.  Check  Issuance.  All  checks  drawn 
for  the  payment  fund  requests,  either 
under  the  “Check  Issue”  or  the  “Letter  of 
Credit”  process,  are  prepared  and 
disbursed  by  the  U.S.  Treasury  and  not 
by  the  grantor  agency. 

e.  Termination  of  Advance  Funding. 
When  a  grantee  organization  receiving 
cash  advances  by  letter  of  credit  or  by 
direct  Treasury  check  demonstrates  an 
unwillingness  or  inability  to  attain 
program  or  project  goals  or  to  establish 
procedures  that  will  minimize  the  time 


elapsing  between  cash  advances  and 
disbursements;  cannot  adhere  to 
guideline  requirements  or  special 
conditions;  engages  in  the  improper 
award  and  administration  of  subgrants 
or  contracts,  or  is  unable  to  submit 
reliable  and/or  timely  reports,  the  ' 
grantor  agency  may  terminate  advance 
financing  and  require  the  grantee 
organization  to  finance  its  operations 
with  its  own  working  capital.  Payments 
to  the  grantee  shall  then  be  made  by  the 
direct  Treasury  check  method  to 
reimburse  grantee  for  actual  cash 
disbursements. 

27.  Applicability  of  cash  requirements 
to  subgrantees. — a.  Principal  of 
Minimum  Cash  on  Hand.  Fund  requests 
from  subgrantees  create  a  continuing 
cash  demand  on  grant  balances  of  CJCs. 
Grantees  (CJCs)  should  keep  in  mind 
that  idle  f^ds  in  the  hands  of 
subgrantees  will  impair  the  goals  of  the 
Federal  Letter  of  Credit  System. 
Accordingly,  subgrantee  requests  for 
funds  should  conform  to  substantially 
the  same  “as  needed”  timing  as  that  for 
CJCs.  Grantees  who  award  subgrants,  or 
their  fiscal  agents,  must  develop 
procedures  for  the  disbursement  of 
funds  to  subgrantees  that  provide  funds 
as  and  when  actually  needed. 

b.  Minimum  Payments  to  Subgrantees. 
Minimum  cash  payments  of  $5,000  to 
subgrantees,  which  are  consistent  with 
the  minimum  letter  of  credit  drawdown 
amount,  may  be  imposed  for 
administrative  ease  and  economy. 

28.  Obligation  of  funds,  a.  Federal 
Obligation  Process.  Once  a  grant  award 
has  been  signed  by  the  grantor  agency, 
the  amount  of  the  award  is  considered 
an  obligation  of  the  Federal  government 
and  is  recorded  as  such  in  the  grantor 
agency  accoimting  system.  Appropriated 
funds  are  thereby  reserved  against  the 
grant  until  all  monies  are  expended  by 
the  gran  tee/ subgrantee  or,  in  case  of 
non-utilization  of  fimds  within  statutory 
or  other  time  limits,  appropriated  funds 
revert  to  the  grantor  agency  through 
deobligation  of  the  unused  balance. 

b.  Grantee  and/or  Subgrantee 
Obligation  Process.  Funds  are 
considered  obligated  by  a  grantee/ 
subgrantee  when  a  legal  liability  to  pay 
determinable  sums  for  services  or  goods 
is  incurred,  which  will  require  payment 
during  the  same  or  future  period. 

c.  Obligation  and  Expenditure 
Deadline  Dates.  Figure  3-1  represents 
the  maximum  deadline  for  obligation 
and  expenditure  of  Part  B  planning 
funds.  Part  C  and  E  block  action  fimds, 

JJ  formula  funds  and  Part  D  formula 
funds. 
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Figur*  3-1.— Atoomm  Obligation/Expencliture  Deadline  Dates 
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Note:  Fiscal  year  1979  Planning  Grant  Period  Extension  from  Dec.  31. 1979  to  Sept  30, 1980. 

29.  Grant  periods,  obligation, 
expenditure  and  extension 
information. — a.  Grant  A  ward  Periods. 

(1)  Part  B  Block  Planning  Funds  for  FY 
1976  and  subsequent  years  have  a  15 
month  planning  grant  period.  This 
period  begins  October  1  of  a  fiscal  year 
and  ends  December  31  of  the  following 
fiscal  year. 

(2)  Part  C  and  E  Block  Action,  JJ 
Formula  Funds  for  FY  1976  and 
subsequent  years,  and  Part  D  Formula 
Funds  are  awarded  for  the  fiscal  year  in 
which  the  grant  is  awarded  (effective 
the  date  of  the  grant  award)  plus  the 
next  two  full  fiscal  years. 

(3)  Gategorical  Grants  are  awarded 
for  a  specified  time,  and  a  particular 
grant  period  is  established  for  each 
categorical  award  (usually  12  or  18 
months). 

b.  Obligation  of  Funds.  (1)  Part  B 
Block  Planning  Funds  MUST  BE 
OBUGATED  BY  THE  CJC  within  the 
grant  period. 

(2)  Part  C  and  E  Block  Action,  JJ 
Formula,  Part  D  Formula  and 
Gategorical  Funds  MUST  BE 
OBUGATED  BY  THE  GRANTEE/ 
SUBGRANTEE  within  the  grant  period. 

(3)  Any  funds  in  paragraph  29b(l)  and 

(2)  not  properly  obligated  within  the 
grant  period  will  lapse  and  revert  to  the 
grantor  agency. 

c.  Expenditure  of  Funds.  Part  B  Block 
Planning  Part  C  &  E  Block  Action,  Part  D 
Formula,  JJ  Formula  and  Categorical 
Funds  which  have  been  properly 
obligated  by  the  end  of  the  grant  period 
will  have  90  days  in  which  to  be 
liquidated  (expended).  Any  funds  which 
are  not  liquidated  at  the  end  of  the  90- 
day  period  will  lapse  and  revert  to  the 
grantor  agency. 

d.  Grant  Award  Extensions.  (1)  Part  B 
Funds  for  FY  1976  and  subsequent  years. 
As  a  matter  of  policy,  the  obligation  and 
expenditure  deadlines  for  Part  B  funds 
shall  not  be  extended.  (Refer  to  G  4100.5 
for  an  exception  for  FY  1979  planning 
funds.) 

(2)  Part  G  and  E  Block  Action,  Part  D 
Formula  and  JJ  Formula  Funds,  (a)  FY 
1978  and  prior  years  funds  can  be 


granted  an  extension  of  the  grant  period 
(both  obligation  and  expenditure)  upon 
a  written  request  for  ah  extension  fully 
justifying  the  need/reason  for  the 
extension.  This  extension  must  be 
approved  by  the  grantor  agency. 

(b)  FY  1979  and  subsequent  years 
funds  can  be  granted  an  extension  of  the 
grant  period  (both  for  obligation  and 
expenditure)  for  a  program  or  set  of 
programs  if  a  written  request  is  received 
by  the  grantor  agency  at  least  180  days 
before  the  end  date  of  the  grant.  The 
CJCs  must  meet  the  required  extension 
criteria  and  the  request  must  be 
approved  by  the  grantor  agency.  (Refer 
to  the  effective  edition  of  G  7100.4  for 
information  on  extension  criteria  and 
limitations.) 

(3)  Categorical  Funds  can  be  granted 
an  extension  (both  for  obligation  and 
expenditure)  upon  receipt  of  a  written 
request  for  an  extension  stating  the  need 
for  the  extension  and  indicating 
additional  time  required.  This  request 
must  be  submitted  at  least  40  days 
before  the  end  date  of  the  grant  and 
requires  approval  by  the  grantor  agency. 
The  maximum  extension  allowable  for 
any  project  is  12  months  and  retroactive 
extension  of  project  periods  cannot  be 
considered. 

30.  Program  and  financial 
requirements,  a.  Program  Reporting. 
These  reports  are  prepared  in  a 
narrative  fashion  in  order  to  present 
information  relevant  to  the  performance 
of  a  plan,  program,  or  project.  (1) 
Narrative  Report  for  Planning.  This  is 
the  Annual  Planning  Grant  Application 
and  its  attachments.  In  addition  to 
describing  anticipated  planning 
activities  for  the  forthcoming  period,  it 
serves  as  a  performance  report  for  the 
previous  planning  period.  Reporting  in 
this  manner  is  applicable  to  CJC 
recipients  of  Part  B  planning  ftmds. 
Instructions  for  the  preparation  of  this 
report  are  contained  in  the  PLANNING, 
ACTION,  AND  JUVENILE  JUSTICE 
AND  DEUNQUENCY  PREVENTION 
GRANT  APPUCATION  KIT.  The  KIT  is 
produced  annually  and  is  available  by 
contacting  the  grantor  agency. 


(2)  Narrative  Report  for  Part  C&E 
Blodi  Action  and  JJ  Formula  Funds.  This  • 
reporting  requirement  is  met  through  the 
submission  of  the  Annual 
Comprehensive  Plan  and  its  updates. 

The  Comprehensive  Plan  serves  as  the 
performance  report  for  previously 
planned  activities  utilizing  Part  C,  Part  E 
and  JJ  formula  funds.  Reporting  in  this 
manner  is  applicable  to  CJCs  of  block 
(Part  C  &  E)  and  JJ  formula  funds.  States 
which  have  received  multi-year  planning 
status  through  the  approval  of  a  full 
Comprehensive  Plan  in  the  years  1978 
and  1979  may  submit  only  a  plan  update 
dociunent  in  accordance  with  an 
approved  three  year  cycle.  This 
reporting  requirement  for  formula  funds 
for  FY  1980  and  subsequent  years  will 

be  met  by  submission  of  an  annual 
Performance  Report.  Instructions  for  the 
preparation  of  the  Comprehensive  State 
Application  are  contained  in  the 
effective  edition  of  Guideline  Manual 
4100.1  and  in  the  PLANNING,  ACTION, 
AND  JUVENILE  JUSTICE  AND 
DELINQUENCY  PREVENTION  GRANT 
APPLICATION  KIT.  Both  documents  are 
available  by  contacting  the  grantor 
agency. 

(3)  Categorical  Narrative  Progress 
Report  (Form  4871/1).  This  report  is 
prepared  on  a  calendar  quarter  basis 
and  is  used  to  describe  the  performance 
of  activities  or  the  accomplishment  of 
objectives  as  set  forth  in  the  approved 
grant  application.  Reporting  in  diis 
manner  is  applicable  to  all  categorical 
grantees/subgrantees.  The  interim 
reports  are  due  on  the  30th  day 
following  the  end  of  each  calendar 
quarter  and  are  designed  to  supply 
information  on  the  activities  and 
accomplishments  of  the  grant  during 
that  quarter.  Exception — the  first  report 
is  due  30  days  after  the  end  of  the  first 
FULL  calendar  quarter.  The  FINAL 
report  is  due  90  days  after  the  end  date 
of  the  grant.  The  interim  report  for  the 
last  calendar  quarter  may  also  serve  as 
the  final  report  if  it  includes,  as  a 
minimum,  a  summary  statement  of 
progress  toward  the  achievement  of  the 
originally  stated  aims,  a  list  of  the 
significant  results  and  a  list  of 
publications  resulting  from  the  grant.  An 
original  and  two  copies  must  always  be 
submitted  using  Form  4871/1.  Grantees 
receiving  a  categorical  grant  should 
forward  these  reports  directly  to  the 
grantor  agency.  All  subgrantees 
receiving  their  award  through  a  CJC 
must  send  their  progress  reports  to  the 
CJC  for  forwarding  to  the  grantor 
agency.  Under  these  circumstances,  an 
original  and  three  copies  should  be  sent 
to  ^e  CJC  in  order  for  the  CJC  to  retain 
one  copy  for  its  files.  Upon  completion 
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of  the  grant  period,  a  final  report  is  due 
within  90  days.  Copies  of  the  report  form 
with  instructions  for  filling  it  out  are 
forwarded  to  grantees/subgrantees  at 
the  time  of  award  as  part  of  the  Award 
Package. 

(4)  Special  Reports.  In  the  review  and 
approval  process  for  plans  and 
applications,  it  is  sometimes  necessary 
for  the  grantor  agency  to  require  that 
special  or  unique  conditions  be  met  in 
order  for  the  agency  to  make  an  award. 
These  Special  Conditions  will  vary  from 
grant  to  grant;  however,  acceptance  of 
the  awa^  by  the  gran  tec/subgrantee 
constitutes  an  agreement  that  they  will 
be  met  either  prior  to  initiating  or  during 
the  course  of  the  grant  period.  When  this 
is  the  case.  Special  Reports  on  the 
meeting  of  these  conditions  ai;p  required 
for  submittal  to  the  grantor  agency.  They 
are  prepared  free  form;  however,  the 
timing,  content  and  process  for  their 
submittal  are  detailed  in  the  Award 
Package. 

b.  Financial  Reporting.  In  order  to 
obtain  financial  information  concerning 
the  use  of  Federal  funds,  the  grantor 
agency  requires  that  grantees/ 
subgrantees  of  these  funds  submit 
timely  reports  for  review.  These  reports 
are  consistent  with  the  manner  of 
reporting  established  by  OMB  Circular 
Nos.  A-102  and  A-110  and  the  Letter  of 
Credit  requirements  established  by  the 
U.S.  Treasury  Department.  (1)  Financial 
Status  Report  (H-1).  (a)  This  report  is 
required  from  all  grantees  for  each 
quarter  on  a  calendar-quarter  basis.  It  is 
designed  to  reflect  financial  information 
relating  to  Federal  and  non-Federal 
obligations  and  outlays.  A  separate 
report  is  required  for  each  grant 
EXCEPT  that  PART  C  BLOCK  (including 
Small  State  Supplements],  PART  E 
BLOCK.  PART  D  FORMULA  and  JJ 
FORMULA  grants  may  be  combined  on 
one  H-1  report  for  each  fiscal  year. 
However,  in  these  instances, 
information  relating  to  each  type  of 
funds  must  be  identified  separately.  A 
copy  of  the  H-1  report.  Financial  Status 
Report,  along  with  detailed  instructions 
for  its  preparation  and  reporting  due 
dates  are  contained  in  appendix  8. 
Attachment  1. 

(b)  In  lieu  of  using  the  standard  H-1 
Report,  grantees  may  satisfy  the 
financial  reporting  requirements  by 
completing  an  H-1  Turnaround 
Document.  These  documents  are 
facsimiles  of  the  H-1  Financial  Status 
Reports  created  with  information 
extracted  from  grantor  agency’s 
computer  files  and  sent  directly  to  each 
grantee.  Pertinent  information  such  as 
grantee  name  and  address,  grant 
number  and  the  previously  submitted 


financial  information  (if  any)  is  printed 
on  the  form  by  the  computer.  A  copy  of 
the  H-1  Turnaround  Document,  a  long 
with  detailed  instructions  for  its 
preparation,  are  contained  in  appendix 
8,  Attachment  2. 

The  CJCs  must  report  to  the  grantor 
agency  ^e  total  Federal  funds 
subgranted  to  both  State  agencies  and 
loc^  governments  (includi^  entitlement 
jurisdictions)  for  the  grant  being 
reported.  This  information  is  required  on 
all  block  Part  C  and  E,  Part  D  formula 
and  Juvenile  Justice  formula  grants.  This 
requirement  shall  be  submitted  in  the 
Remarks  Section.  Item  12,  of  the  H-1 
Report  or  the  Remarks  Section  of  the 
Turnaround  Document.  The  total 
subgranted  figure  reported  in  the 
Remarks  Section  should  agree  with  the 
subgrant  award  information  submitted 
to  PROHLE. 

(2)  Request  for  Payment  on  Letter  of 
Credit  and  Status  of  Funds  Reports  (SF- 
183).  This  report  is  applicable  to 
grantees  who  are  funded  under  the 
Letter  of  Credit  system.  It  is  prepared 
each  time  a  grantee  organization 
requests  a  drawdown  of  funds  under  its 
Letter  of  Credit.  The  reporting  format  is 
illustrated  and  explained  in  appendix  7, 
Figure  3. 

(3)  Daily  Status  of  Federal  Funds 
Report.  This  report  is  applicable  to 
grantees  who  utilize  the  Letter  of  Credit 
system  to  obtain  Federal  funds.  It  is 
required  on  a  selective  basis  as 
determined  by  the  U.S.  Treasury’s 
request  with  grantee  organization(s} 
who  are  to  prepare  the  report(s)  for  the 
month(s)  specified.  The  reporting  format 
is  illustrated  and  explained  in  appendix 
7,  figure  5. 

(4)  Request  for  Advance  or 
Reimbursement  (Form  H-3}.  This  report 
is  appicable  to  all  grantees  who  are 
funded  on  a  “Check-Issued”  basis.  It  is 
required  to  document  the  status  of 
Federal  cash  when  a  grantee  requests  an 
advance  or  reimbursement  of  funds. 

Refer  to  appendix  6  for  sample  of  form. 

31”.  Specific  Subgrant  Information 
Reporting  (Profile)  Requirements. — a. 
Rackground.  Since  the  passage  of  the 
legislation,  thousands  of  different  types 
of  projects  have  been  funded  each  year 
by  the  grantor  agency  and  the  CJCs 
representing  the  50  states  and 
territories.  As  the  number  and 
complexity  of  activities  supported  by 
the  grantor  agency  has  grown,  so  also 
has  the  need  for  providing  more  detailed 
information  concerning  the  disposition 
of  funds.  The  agency’s  Grant  Ingram 
File  (PROFILE)  is  designed  for  the 
automated  storage  and  retrieval  of 
information  describing  our  programs. 
PROFILE  is  operated  by  agency 
personnel,  and  their  responsibilities 


include  maintenance  of  the  PROFILE 
data  base  from  information  provided  by 
CJCs  and  grantor  agency  project 
monitors,  and  the  dissemination  of 
information  in  response  to  requests  from 
the  PROFILE  users.  Congress,  Public 
Interest  Groups  and  concerned  citizens 
relevant  to  the  agency  program. 

b.  Participation  and  Use.  While  the 
PROFILE  system  is  used  extensively 
within  the  grantor  agency,  participation 
in,  and  use  of  the  system  by  CJCs  and 
entitlement  jurisdictions,  is  on  a 
volimtary  basis.  CJCs  and  entitlement 
jmisdictions  who  elect  to  become  users 
transmit  detailed  subgrant  information 
to  the  grantor  agency  on  a  monthly 
basis.  This  information  may  be 
transmitted  in  either  a  hardcopy  manual 
format,  by  a  computer  tape,  or  by  having 
a  computer  communicate  directly  with 
the  grantor  agency  computer.  The 
National  Criminal  Justice  Association 
has  developed  forms  and  formats  for 
participating  in  this  system.  Upon 
receipt,  the  information  is  entered  into 
the  PROFILE  data  base  and  is  available 
for  use  by  the  CJCs,  the  entitlement 
jurisdictions,  and  the  grantor  agency. 
Using  the  information  contained  in  the 
data  base,  the  following  types  of  reports 
may  be  produced  for  use  by  the 
participants:  (1)  Standard  Reports. 

(2)  Periodic  Reports. 

(3)  Ad  hoc  Reports. 

32-34.  Reserved. 

Chapter  4.  Accounting  Systems  and 
Financial  Records 

35.  General. — a.  Requirement.  All 
grantees,  subgrantees,  contractors  and 
other  organizations  under  grants, 
contracts,  cooperative  agreements  or 
purchase  of  service  arrangements  are 
required  to  establish  and  maintain 
accoimting  systems  and  financial 
records  to  accurately  account  for  funds 
awarded  to  them.  These  records  shall 
include  both  Federal  fimds  and  all 
matching  funds  of  state,  local  and 
private  organizations. 

b.  Purpose.  The  purpose  of  this 
chapter  is  to  establish  accounting 
system  requirements  and  to  offer 
guidance  on  procedures  which  will 
assist  all  grantees/subgrantees  in:  (1) 
Complying  with  the  statutory 
requirements  for  the  awarding, 
distribution  and  accounting  of  funds. 

(2)  Complying  with  the  regulatory 
requirements  of  the  grantor  agency,  the 
Office  of  Management  and  Budget,  and 
the  U.S.  Department  of  the  Treasury  for 
the  financial  management  and 
disposition  of  funds. 

(3)  Generating  financial  data  which 
can  be  used  in  the  planning, 
management  and  control  of  programs. 
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(4)  Facilitating  an  effective  audit  of 
funded  programs  and  projects  (see 
chapter  8  of  this  guideline  manual). 

c.  References.  The  following 
regulations,  directives  and  reports  both 
supplement  the  detailed  requiremimts  of 
this  chapter  for  accounting  systems  and 
financial  recordkeeping  a.'d  provide 
additional  guidance  on  :.jw  these 
requirements  may  be  satisfied.  (1)  Office 
of  Management  and  Budget  Circular  A- 
*  102  (revised).  Uniform  Administrative 
Requirements  for  Grants-in-Aid  to  State 
and  Local  Governments.  (Refer  to 
appendix  3.) 

(2)  Office  of  Management  and  Budget 
Circular  A-110  (revised).  Grants  and 
Agreements  with  Institutions  of  Higher 
Education,  Hospitals  and  Other  Non- 
Profit  Organizations,  (refer  to  appendix 
4.) 

36.  Supervision  and  Monitoring 
Responsibilities. — a.  Grantee 
Responsibilities.  All  grantees  receiving 
direct  awards  from  the  grantor  agency 
are  responsible  for  the  management  and 
fiscal  control  of  all  funds.  This  includes 
responsibility  for  the  accounting  of 
receipts  and  expenditures,  the 
maintaining  of  adequate  financial 
records  and  the  refunding  of 
expenditures  disallowed  by  Federal  or 
State  audits. 

b.  Responsibilties  for  Accounting  by 
Subgrantees.  Where  the  conduct  of  a 
program  or  one  of  its  components  is 
delegated  to  a  subgrantee,  contractor  or 
other  organization  via  an  approved 
comprehensive  plan,  grant  award  or 
other  means  of  prior  approval  by  the 
grantor  agency,  the  grantee  is, 
nevertheless,  responsible  for  all  aspects 
of  the  program;  this  includes  proper 
accounting  and  financial  recordkeeping 
by  the  subgrantee.  These 
responsibilities  also  include:  (1) 
Reviewing  Financial  Operations. 
Grantees  should  be  familiar  with,  and 
periodically  monitor,  their  subgrantee’s 
financial  operations,  records,  systems 
and  procedures.  Particular  attention 
should  be  directed  to  the  maintenance  of 
current  financial  data. 

(2)  Recording  Financial  Activities. 

The  subgrantee’s  grant  award  or 
contract  obligation,  as  well  as  cash 
advances  and  other  financial  activities, 
should  be  recorded  in  the  books  of  the 
grantee  in  summary  form.  Subgrantee 
expenditures  should  be  recorded  on  the 
books  of  the  grantee,  or  evidenced  by 
report  forms  duly  bled  by  the 
subgrantee.  Non-Federal  contributions 
applied  to  programs  or  projects  by 
subgrantees  must  likewise  be  recorded, 
as  should  any  program  income  resulting 
from  program  operations. 

(3)  Budgeting  and  Budget  Review.  The 
grantee  should  ensure  that  each 


subgrantee  prepares  an  adequate  budget 
on  which  its  award  commitment  will  be 
based.  The  detail  of  each  project  budget 
should  be  maintained  on  Hie  by  the 
grantee. 

(4)  Accounting  for  Non-Federal 
Contributions.  Grantees  will  ensure,  in 
those  instances  where  subgrantees  are 
required  to  furnish  non-Federal 
matching  shares,  that  the  requirements, 
limitations  and  regulations  pertinent  to 
non-Federal  contributions  are  applied. 

(5)  Reporting  Irregularities.  Grantees 
and  their  subgrantees  are  responsible 
for  reporting  promptly  to  the  grantor 
agency  the  nature  and  circumstances 
surrounding  any  Hnancial  irregularities 
discovered,  as  speciRed  in  the  effective 
edition  of  Guideline  7140.2,  Reporting  of 
Possible  LEAA  Fund  Misuse,  Criminal 
Activity,  Conflict  of  Interest,  or  Other 
Serious  Irregularities. 

37,  Elements  of  Accounting  Systems — 
Special  Grantor  Agency  Needs. — Funds 
may  be  awarded  as  block  grants, 
formula  grants,  or  categorical  grants. 

The  various  Hnancial  requirements  and 
formulas  of  the  grantor  agency’s 
programs,  as  well  as  the  oeed  for 
grantees  to  separately  account  for 
individual  awards,  require  a  special 
program  account  structure  extending 
beyond  normal  classifleation  by  type  of 
reciepts,  expenditures,  assets  and 
liabilities,  a.  Block  and  Formula  Grant 
Accounts.  To  properly  account  for  block 
and  formula  grant  awards,  CJCs  should 
establish  and  maintain  program 
accounts  which  will  enable  the  separate 
identification  and  accounting  for  the:  (1) 
Planning  grant  funds  applied  to  each 
standard  budget  category  included 
within  each  approved  planning  grant 
application; 

(2)  Planning  grant  funds  “passed 
through”  to  local  programs  and  projects; 

(3)  Planning  grant  funds  used  for 
contracted  planning  services  or 
assistance  by  non-govemmental 
organizations; 

(4)  Action  grant  funds  applied  to  each 
action  program  included  within  each 
approved  comprehensive  plan; 

(5)  Part  C  action  grant  funds  “passed 
through”  to  local  programs  and  projects; 

(6)  Part  C  action  grant  fimds  used  for 
the  compensation  of  police  and  other 
regular  law  enforcement  and  criminal 
justice  personnel; 

(7)  Aggregate  State  funds  provided  as 
the  “buy-in”  for  Part  B  planning  and  Part 
C  action  grants; 

(8)  ]J  formula  funds  expended  through 
programs  of  local  government; 

(9)  J)  formula  funds  utilized  to  develop 
a  State  plan  and  to  pay  that  portion  of 
expenditiu'es  which  are  necessary  for 
administration; 


(10)  Part  D  formula  funds  (action) 
applied  to  each  action  program  included 
within  each  approved  application; 

(11)  Part  D  formula  funds 
(administrative)  utilized  for 
administrative  purposes;  and, 

(12)  Source,  type  and  timing  of 
matching  contributions  provided  under 
each  planning,  action.  Part  D  formula 
arid  jj  formula  grant. 

b.  Categorical  Grant.  To  properly 
account  or  categorical  grant  awards,  all 
grantees  should  establish  and  maintain 
program  accounts  which  will  enable,  on 
an  individual  basis,  the  separate 
identiHcation  and  accounting  for  the:  (1) 
Receipt  and  disposition  of  all  funds; 

(2)  Funds  applied  to  each  budget 
category  included  within  the  approved 
grant; 

(3)  Expenditures  governed  by  any 
special  and  general  provisions; 

(4)  Non-Federal  matching 
contribution,  if  required;  and 

(5)  Funds  used  for  the  compensation 
of  police  and  other  regular  law 
enforcement  and  criminal  justice 
personnel. 

38.  Accounting  System. — a.  The 
grantee  is  responsible  for  establishing 
and  maintaining  an  adequate  system  of 
accounting  and  internal  controls  for 
itself  and  ensuring  that  an  adequate 
system  exists  for  each  of  its  subgrantees 
and  contractors.  An  acceptable  and 
adequate  accounting  system  is 
considered  as  one  which;  (1)  Presents 
and  classiBes  projected  historical  cost 
of  the  grant  as  required  for  budgetary 
and  evaluation  purposes; 

(2)  Provides  cost  and  property  control 
to  assure  optimal  use  of  grant  funds; 

(3)  Controls  funds  and  other  resources 
to  assure  that  the  expenditure  of  funds 
and  use  of  property  are  in  conformance 
with  any  general  or  special  conditions  of 
the  grant; 

(4)  Meets  the  prescribed  requirements 
for  periodic  financial  reporting  of 
operations;  and 

(5)  Provides  financial  data  for 
planning,  control,  measurement,  and 
evaluation  of  direct  and  indirect  costs. 

b.  For  details  on  an  accounting 
system,  refer  to  appendix  9. 

39.  Total  Cost  Budgeting  and 
Accounting. — Accounting  for  all  funds 
awarded  by  the  grantor  agency  shall  be 
structured  and  executed  on  a  “total 
program  cost”  basis.  That  is,  total 
program  costs,  including  Federal  funds. 
State  and  local  matching  shares,  and 
any  other  fund  sources  included  in  the 
approved  project  budget  shall  be  the 
foundation  for  fiscal  administration  and 
accounting.  Grant  applications  and 
Hnancial  reports  will  always  require 
budget  and  cost  estimates  on  the  basis 
of  total  costs. 
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40.  Maintenance  and  Retention  of 
Records. — In  accordance  with  OMB 
Circulars  A-102  and  A-110,  all  financial 
records,  supporting  documents, 
statistical  records  and  all  other  records 
pertinent  to  a  grant,  subgrant  or 
subcontract  shall  be  retained  by  each 
organization  paticipating  in  a  program 
or  project  for  at  least  three  years  for 
purposes  of  Federal  examination  and 
audit.  State  or  local  governments  may 
impose  record  retention  and 
maintenance  requirements  in  addition  to 
those  prescribed  in  this  chapter,  a. 
Coverage.  The  retention  requirement 
extends  to  books  of  original  entry, 
source  documents  supporting  accoimting  ' 
transactions,  the  general  ledger, 
subsidiary  ledgers,  personnel  and 
payroll  records,  cancelled  checks,  and 
related  documents  and  records.  Source 
documents  include  copies  of  all  grant 
and  subgrant  awards,  applications  and 
required  grantee/subgrantee  financial 
and  narrative  reports.  Personnel  and 
payroll  records  shall  include  the  time 
and  attendance  reports  for  all 
individuals  reimbursed  under  a  grant, 
subgrant  or  contract,  whether  they  are 
employed  full-time  or  part-time.  Time 
and  effort  reports  will  be  required  for 
consultants. 

b.  Retention  Period.  The  three  year 
retention  period  starts  horn  the  date  of 
the  submission  of  the  final  expenditure 
report  or  for  grants  which  are  renewed 
annually,  from  the  date  of  the 
submission  of  the  annual  expenditure 
report.  Exceptions  to  the  three-year 
requirement,  such  as  for  records 
nonexpendable  property  acquired  with 
grant  funds  and  for  grants  having  an 
audit  in  process,  are  contained  in 
Attachment  C  of  both  OMB  Circulars  A- 
102  and  A-110. 

c.  Maintenance.  Grantees/ 
subgrantees  are  expected  to  see  that 
records  of  different  Federal  fiscal 
periods  are  separately  identified  and  so 
maintained  that  information  desired  can 
be  readily  located.  Grantees  and 
subgrantees  are  also  obligated  to  protect 
records  adequately  against  fire  or  other 
damage.  When  records  are  stored  away 
from  the  grantee’s/subgrantee’s 
principle  office,  a  written  index  of  the 
location  of  records  stored  should  be  on 
hand  and  ready  access  should  be 
assured. 

41.  Cash  Depositories. — Grantees/ 
subgrantees  of  Federal  funds  shall 
deposit  these  funds  in  a  bank  with  FDIC 
coverage  and  the  balance  exceeding  the 
FDIC  coverage  must  be  collaterally 
secure.  Federal  regulations  do  not 
require  physical  segregation  or  the 
establishment  of  any  eligibility 
requirement  for  cash  depositories. 


Consistent  with  the  national  goal  of 
expanding  the  opportunities  for  minority 
business  enterprises,  grantees  and 
subgrantees  shall  be  encouraged  to  use 
minority  banks  (banks  which  are  owned 
at  least  50%  by  minority  group 
members). 

42.  Project  Related  Income. — Records 
of  the  receipt  £md  disposition  of  project- 
related  income  must  be  maintained  by 
the  grantee  in  the  same  manner  as 
required  for  the  project  funds  that  gave 
rise  to  the  income.  The  policies 
governing  the  disposition  of  the  various 
types  of  project-related  income  are 
listed  below.  (For  specific  requirements 
and  procedures  on  project-related 
income  earned  on  grants/subgrants 
whose  primary  function  is  the 
acquisition  of  stolen  goods  and  property, 
refer  to  appendix  10,  Guideline  on  the 
Revolving  Fund.)  a.  Interest  In 
accordance  with  section  203  of  the 
Inteigovemmental  Cooperation  Act  of 
1968  (Public  Law  90-577),  the  States  and 
any  agency  or  instrumentality  of  a  State, 
including  State  institutions  of  higher 
education  and  State  hospitals  shall  not 
be  held  accoimtable  for  interest  earned 
on  advances  of  project  funds.  When 
funds  are  awarded  to  subgrantees 
through  the  states,  the  subgrantees  are 
not  held  accoimtable  for  interest  earned 
on  advances  of  project  funds.  Also, 
Tribal  organizations  (pursuant  to 
sections  102, 103  and  104  of  the  Indian 
Self  Determination  Act  (P.L  93-638)  are 
not  held  accountable  for  interest  earned. 
All  other  grantees/subgrantees  shall 
remit  such  interest  to  the  grantor 
agency,  agency,  except  where  governing 
programmatic  regulations  indicate 
otherwise.  In  this  respect,  grantees  and 
subgrantees  shall  so  order  their  affairs 
to  ensure  minimum  balances  in  their 
respective  grant  cash  accoimts. 

b.  Program  Income.  (1)  Sale  of 
Property — the  policy  and  procedures 
governing  the  handling  of  proceeds  fi'om 
the  sale  of  real  and  personal  property 
purchased  with  grant  funds  is  contained 
in  chapter  6,  paragraph  88  of  this 
guideline  manual. 

(2)  Royalties — the  grantee/subgrantee 
shall  retain  all  royalties  received  from 
copyrights  or  other  works  developed 
under  projects  or  fi'om  patents  and 
inventions,  unless  the  terms  and 
conditions  of  the  project  provide 
otherwise  or  a  specific  agreement 
governing  such  royalties  has  been 
negotiated  between  the  grantor  and  the 
grantee.  Refer  to  Chapter  6,  paragraph 
87  and  Attachment  N  of  ONffl  Circular 
Nos.  A-102  and  A-110  for  further 
details. 

(3)  Registration/Tuition  Fees  and 
Other — these  types  of  program  income 
shall  be  treated  in  accordance  with  one 


or  a  combination  of  the  following 
options  as  set  forth  in  the  project’s  terms 
and  conditions,  (a)  Used  by  the  grantee/ 
subgrantee  for  any  purposes  that  further 
the  objectives  of  the  legislation,  under 
which  the  project  was  made. 

(b)  Deducted  from  the  total  project 
costs  for  the  purpose  of  determining  the 
net  costs  on  which  the  Federal  share  of 
costs  will  be  based. 

(c)  If  the  terms  and  conditions  of  the 
project  do  not  specify  disposition,  the 
grantee/subgrantee  shall  select  one  or  a 
combination  of  the  above  options. 

43-44.  Reserved. 


45.  General. — This  chapter  deals  with 
the  rules  and  principles  applicable  in 
determining  costs  properly  chargeable  to 
Part  B  planning  grants;  Parts  C  and  E 
block  action  grants;  Part  D  formula 
grants;  ]J  formula  grants;  and  all 
categorical  grants.  The  rules  and 
principles  are  therefore  applicable  to  all 
grantees  and  subgrantees  for  grants 
awarded  fi'om  these  funds. 

46.  Basic  Principles. — a.  Authority. 

The  material  contained  in  this  chapter  is 
based  on  the  standardized  cost 
allocation  and  allowability  principles 
prescribed  for  Federal  grants-in-aid 
programs  in  Federal  Management 
Circulars  74-4  and  OMB  Circular  A-21, 
and  the  cost-related  provisions  of 
grantor  agency  legislation. 

b.  Applicability.  Federal  Management 
Circular  (FMC)  74-4,  (Cost  Principles 
Applicable  to  Grants  and  Contracts  with 
State  and  Local  Governments)  and  OMB 
Circular  A-21,  (Cost  Principles 
Applicable  to  Grants  and  Contracts  with 
Educational  Institutions)  were 
promulgated  to  provide  the  basis  and 
standards  for  a  uniform  approach  to  the 
problem  of  determining  costs  and  also  to 
promote  efficiency  and  better 
relationships  of  grantees/subgrantees, 
and  their  Federal  counterparts.  The 
grantor  agency  has  made  the  circulars 
applicable  to  all  grantees  and 
subgrantees,  who  will  therefore  be 
guided  by  its  principles  in  overall 
administration,  audit  programs  and 
actions  required  in  making  cost 
determinations.  The  basic  grantor 
agency  focus  in  determining  or 
examining  the  allowability  of  costs 
within  the  Circulars  74-4  and  A-21 
framework  will  be  the  extent  to  which 
cost  items  contribute  to  the  purpose  and 
execution  of  the  grant  program  and  are 
so  applied.  It  will  be  assumed  that 
Federal,  State  and  local  units  of 
government  and  private  non-profit 
entities  receiving  funds  will  each  bear 
their  appropriate  share  of  allocated  cost 


Chapter  5.  Allowability  of  Costs 

Section  1.  Applicability 
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as  allowable  not  only  under  FMC  74-4 
and  OMB  Circular  A-21  but  also  under 
State  and  local  laws  and  regulations. 

47.  Reserved. 

Section  2.  Costs  Generally  Allowable 

48.  General. — This  section  of  the 
chapter  is  responsive  to  points  and 
questions  which  have  frequently  been 
raised  concerning  cost  allowability.  It 
therefore,  supplements  the  detailed 
listings  in  FMC  Circular  74-4  and  OMB 
Circular  A-21  for  determining  the 
allowability  of  selected  items  of  cost. 

49.  Compensation  for  Personal 
Services,  a.  Two  or  More  Federal  Grant 
Programs.  Where  salaries  apply  to 
execution  of  two  or  more  grant 
programs,  proration  of  costs  to  each 
grant  must  be  made.  Written  permission 
must  be  obtained  from  the  CJC  or,  as 
appropriate,  the  grantor  agency  program 
office,  to  permit  charges  of  salaries  to 
one  grant  in  cases  where  two  or  more 
grants  constitute  one  identified  activity 
or  "program”. 

b.  Extra  Work.  (1)  A  State  or  local 
government  employee  may  be  employed 
by  a  C}C  or  subgrantee  in  addition  to  his 
full-time  job  provided  the  work  is 
performed  on  the  employee’s  own  time 
and:  (a)  The  compensation  is  reasonable 
and  consistent  with  that  paid  for  similar 
work  in  other  activities  of  State  or  local 
government; 

(b)  The  employment  arrangement  is 
approved  and  proper  under  State  or 
local  regulations;  and 

(c)  The  time  and/or  services  provided 
is  supported  by  adequate 
documentation. 

(2)  Such  employment  arrangements 
should  normally  be  made  by  the  CJC  or 
subgrantee  directly  with  the  individual 
(to  avoid  problems  arising  from 
overtime,  holiday  pay,  night  difrerential 
or  related  payroll  regulations),  unless 
there  has  been  a  transfer  or  loan  of  the 
employee  for  which  his  regular,  as  well 
as  overtime,  services  provided  are  to  be 
charged  to  or  reimbursed  by  the  CJC  or 
subgrantee.  Overtime  and  night 
differential  payments  are  allowed  only 
to  the  extent  that  payment  for  such 
services  is  in  accordance  with  the 
policies  of  the  CJC  or  unit  of  local 
government  and  has  the  prospective 
approval  of  the  CJC.  The  overtime 
should  be  prorated  among  the  various 
jobs  and  not  charged  exclusively  to 
grantor  agency  funds. 

(3)  Payment  of  these  premiums  will  be 
for  work  performed  by  grant  or  subgrant 
employees  in  excess  of  the  established 
work  week  (usually  40  hours).  Payment 
of  continued  overtime  is  subject  to  the 
periodic  review  by  the  CJC. 

c.  Grant  Purposes  and  Dual 
Compensation.  Charges  of  the  time  of 


State  and  local  government  employees 
assigned  to  grant  programs  may  be 
reimbursed  or  recognized  only  to  the 
extent  they  are  directly  and  exclusively 
related  to  grant  purposes  or  proper  for 
inclusion  in  indirect  costs  bases.  In  no 
case  is  dual  compensation  allowable. 
That  is,  an  employee  of  a  unit  of 
government  may  not  receive 
compensation  from  his  unit  or  agency  of 
government  and  from  a  grant  or 
subgrant  for  a  single  period  of  time  (e.g., 
1  p.m.  to  5  p.m.)  even  though  such  work 
may  benefit  both  activities. 

50.  Conferences,  Symposia  and 
Workshops. — Charges  to  a  grant  may 
include  conference  or  meeting 
arrangements,  publicity,  registration, 
salaries  of  personnel,  rental  of  staff 
offices  and  conference  space,  recording 
or  translation  services,  pbstage  and 
^telephone  charges,  and  travel  expenses 
(including  transportation  and 
subsistence)  for  faculty,  speakers,  or 
participants.  Each  of  these  items,  when 
related  to  grant  purposes,  are  otherwise 
allowable  costs  under  FMC  74-4  and 
OMB  Circular  A-21.  Grant  funds  may 
not  be  used  for  honoraria  (i.e.,  payments 
to  participating  individuals  or  guests 
other  than  for  documented  professional 
services  actually  rendered  at  reasonable 
compensation  rates),  entertainment, 
sports,  visas,  passport  charges,  tips,  bar 
charges,  personal  telephone  calls  or 
laundry  charges  of  participants  or 
guests. 

51.  National  Guard  Grants. — (a) 
Subgrants.  Any  subgrants  to  State 
National  Guard  forces  for  projects 
related  to  acquisition  of  equipment  (see 
paragraph  12f)  or  training  of  personnel 
shall  meet  the  following  requirements. 

(1)  Such  projects  will  be  supportive  of 
State  or  local  law  enforcement  agencies 
and  will  not  replace  or  supplant  duties 
properly  assigned  to  law  enforcement 
agencies; 

(2)  Such  projects  will  be  directly  and 
primarily  related  to  civil  disorders  or 
natural  disaster  responses; 

(3)  Such  fimds  will  not  duplicate  or 
supplant  funds  or  equipment  available 
to  State  National  Guard  units  through 
the  Department  of  Defense; 

(4)  The  State  National  Guard  Adjutant 
General  shall  supply  certifications  of 
compliance  with  the  above  conditions. 

b.  Sevice  Contracts.  There  are  no 
restrictions  against  contracts  with 
National  Guard  units  for  services  to 
local  or  State  law  enforcement  units, 
such  as  training  or  technical  assistance 
in  planning. 

52.  Travel  for  Grant /Subgrant 
Employees. — ^Travel  costs  are  allowable 
for  expenses  by  employees,  who  are  in 
travel  status  on  official  business. 
Definitions  for  travel  are:  (a)  Domestic 


Travel  includes  travel  within  and 
between  Canada,  the  United  States  and 
its  territories  and  possessions.  Prior 
approval  is  required  for  domestic  travel 
(by  educational  institutions)  during  any 
grant  that  will  cause  the  amount 
identified  for  such  travel  to  be  exceeded 
by  $500  or  25  percent  of  the  approved 
budgeted  amount,  whichever  is  greater 
(refer  to  paragraph  67  of  this  guideline 
manual).  Grantees/subgrantees  may 
follow  their  own  travel  rates  established 
by  their  organizations.  If  and 
organization  does  not  have  an 
established  travel  policy,  the  grantee/ 
subgrantee  must  abide  by  the  Federal 
travel  rates. 

b.  Foreign  Travel  includes  any  travel 
outside  of  Canada  and  the  United  States 
and  its  territories  and  possessions. 
However,  for  an  organization  located 
outside  Canada  and  the  United  States 
and  its  territories  and  possessions, 
foreign  travel  means  travel  outside  that 
country.  Prior  approval  is  required  for 
all  foreign  travel  (refer  to  paragraph  67 
of  this  guideline  manual). 

53.  Reserved. 

Section  3.  Costs  Requiring  Prior 
Approval 

54.  Responsibility  for  Prior 
'Approval. — Prior  approval  is  written 
permission  provided  in  advance  of  an 
act  that  would  result  in  either  (1)  the 
obligation  or  expenditure  of  fimds  or  (2) 
the  performance  or  modification  of  an 
activity  under  a  grant/subgrant  project, 
where  such  approval  is  required. 
Consistent  with  the  block  grant  structure 
of  the  program  and  the  primary  grant 
administration  responsibilities  vested  by 
statute  in  the  CJCs,  the  administration  of 
regulatory  cost  principles  and  standards 
issued  by  the  Federal  Government  is 
vested  in  the  following  two  authorities: 
a.  The  Grantor  Agency  remews  for 
approval,  all  costs  identified  in  section  3 
when  the  grantee  (CJC  or  direct 
recipient  of  categorical  grants)  is  the 
direct  benefactor  of  the  goods  or 
services  to  be  purchased  dr  supplied. 

This  also  applies  to  costs  included  in 
CJCs,  Part  B  budgets. 

b.  The  CJC  reviews  for  approval,  all 
costs  identified  in  section  3  for 
subgrantees  of  block  planning,  block 
action.  Part  D  and  JJ  formula  and 
categorical  funds  where  the  CJC  is  the 
grantee  but  not  the  implementing 
agency. 

c.  The  Entitlement  Jurisdiction 
reviews  for  approval,  all  costs  identifled 
in  section  3  for  subgrantees  of  block 
planning,  block  action.  Part  D  and  JJ  ' 
formula  and  categorical  funds  where  the 
entitlement  jurisdiction  is  the  grantee 
but  not  the  implementing  agency. 
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55.  Prior  Cost  Approval 
Requirement. — This  section  addresses 
speciflc  types  of  costs  requiring  prior 
approval.  Written  approval  is  required 
in  accordance  with  paragraph  54a-b  of 
this  section,  as  deRned,  and  for  any 
other  costs  specifled  in  FMC  74-4  and 
OMB  Circular  A-21  as  “Costs  Allowable 
With  Approval  of  Grantor  Agency”  or 
costs  which  contain  special  limitations. 
Where  prior  approval  authority  for 
subgrantees  is  required  throughout 
Section  3,  it  will  be  vested  in  the  CJC  or 
entitlement  jurisdiction  unless 
speciRcally  specified  as  being 
“RETAINED  BY  THE  GRANTOR 
AGENCY”  as  identified  in  paragraphs 
57(2)  and  (3),  59a,  60b  and  c,  62c,  63a,  64, 
66a(l)  and  b(2)  and  67. 

56.  Applicability  and  Procedure. — a. 
Cost  Categories  and  Expenditure  Levels. 
It  is  not  the  agency’s  intention  to  require 
“grantor  agency  approval”  of  all  charges 
within  the  listed  cost  categories,  but 
only  for  those  aspects  or  elements  which 
specifically  require  prior  approval.  Also, 
the  establishment  of  dollar  expenditure 
levels  in  this  section  is  intended  to 
furnish  blanket  grantor  agency  approval 
for  modest  grant  related  outlays.  Costs 
above  such  levels  may  also  receive 
approval. 

b.  Procedure  for  Request  for  Prior 
Approval.  Requests  must  be  in  writing 
and  shall  provide  justification  and  an 
explanation  to  permit  review  of  the 
allowability.  They  may  be  submitted:  (1) 
Through  inclusion  in  the  budget  or  other 
component  of  a  grant  or  subgrant 
application;  or 

(2)  As  a  separate  letter  of  written 
request  to  the  CJC  or,  where  applicable, 
to  the  grantor  agency  described  in 
paragraph  54. 

57.  Automatic  Data  Processing  (ADP) 
and  Automated  Fingerprinting 
Equipment. — Grants  may  include 
provisions  for  procmement  of  ADP  and 
Automated  Fingerprinting  Equipment. 
Grant  applications  will  be  written  in  a 
manner  consistent  with  maximum  open 
and  free  competition  in  the  procurement 
of  hardware  and  services.  Brand  names 
will  not  normally  be  specified.  Criminal 
Justice  information  and  communication 
systems  funded  by  the  grantor  agency 
shall  be  designed  and  programmed  in 
accordance  with  special  requirements 
for  grants  involving  ADP  contained  in 
appropriate  guidelines  and  available  by 
request  from  the  grantor  agency,  a. 
Requirement.  (1)  Prior  approval  is  NOT 
REQUIRED  for  the  LEASE  or  RENTAL 
of  such  equipment;  nevertheless, 
assurance  must  be  provided  that  leases 
or  rentals  greater  than  $10,000  are 
obtained  in  accordance  with  Federal 
procurement  standards  in  Attachment  O 
of  Circular  Nos.  A-102  and  A-110. 


(2)  Where  the  amount  of  the 
acquisition  exceeds  $50,000,  prior 
approval  is  required  for  the  acquisition 
of  equipment  (outright  purchase,  lease- 
purchase  agreement,  or  other  method  of 
purchase).  Such  prior  approval  must  be 
OBTAINED  from  the  GRANTOR 
AGENCY. 

(3)  Prior  approval  is  REQUIRED  for 
both  the  acquisition  and  lease  of  all 
ADP  equipment  (regardless  of  cost) 
which  is  to  be  used  for  the  processing 
and  storage  of  fingerprinting  images. 
Prior  approval  must  be  obtained  from 
the  GRANTOR  AGENCY. 

(4)  A  review  of  an  ADP  equipment 
procurement  shall  be  required  and 
should  include  a  review  of  the 
description  of  the  equipment  to  be 
purchased.  This  review  shall  be 
documented  in  writing  for  the  file  and  - 
shall  require  the  reviewing  official 
(grantor  agency,  CJC  or  entitlement 
jurisdiction)  to  certify  that  the 
procurement  is  consistent  with  the 
following  requirements:  (a)  The  ADP 
equipment  of  the  type  to  be  purchased 
was  identified  within  the  grant 
application  and  is  necessary  and 
sufficient  to  meet  the  project  goals. 

(b)  The  ADP  equipment  procurement 
is  in  compliance  with  existing  Federal/ 
grantor  agency,  state,  and  local  laws 
and  regulations. 

(c)  A  purchase/lease  comparison  has 
been  conducted  demonstrating  that  it  is 
more  advantageous  to  purchase  rather 
than  lease  the  ADP  equipment  under 
consideration. 

(d)  If  software  development  is 
involved,  it  has  been  demonstrated  that 
computer  software  already  produced 
and  available  will  not  meet  the  needs  of 
the  grant. 

(e)  If  the  ADP  equipment  procurement 
is  to  be  sole-source,  documentation  has 
been  submitted  to  justify  the  action. 

(5)  An  ADP  Procurement  Review  Form 

(Suggested  Format-Sample  Only)  is 
included  in  this  guideline  manual  as 
appendix  11.  This  form  is  a  ^ 

recommended  form  for  documenting  an 
ADP  equipment  procurement  review  and 
the  form  is  shown  as  a  SAMPLE  ONLY. 

b.  Definition.  Automatic  data 
processing  equipment  is  defined  in  41 
CFR,  Subpart  l-U.1102-1  as  “general 
purpose  commercially  available,  mass 
produced  automatic  data  processing 
components  and  the  equipment  systems 
created  from  them  regardless  of  use, 
size,  capacity,  or  price,  that  are  designed 
to  be  applied  to  the  solution  or 
processing  of  a  variety  of  problems  or 
application  and  are  not  specifically 
designed  (not  configured)  for  any 
specific  application:”  This  definition 
includes:  (1)  Digital,  analog  or  hybrid 
computer  equipment; 


(2)  Auxiliary  or  accessorial  equipment 
such  as  data  communications  terminals, 
source  data  automation  recording 
equipment  (e.g.,  optical  character 
recognition  equipment,  and  other  data 
acquisition  devices),  and  data  output 
equipment,  (e.g.,  digital  plotters, 
computer  output  microfilms,  etc.,  to  be 
used  in  support  of  digital,  analog,  or 
hybrid  computer  equipment;  whether 
cable  connected,  wire  connected,  radio 
connected  or  self-standing,  and  whether 
selected  or  acquired  with  a  computer  or 
separately; 

(3)  PCAM  (Punch  Card  Accounting 
Machines)  whether  used  in  conjunction 
with  or  independently  of  digital  analog, 
or  hybrid  computers. 

c.  Qualifications  and  Exclusions.  (1) 
Analog  computers  are  covered  only 
when  computers  of  this  type  are  being 
used  as  equipment  peripheral  to  a  digital 
computer. 

(2)  Items  of  ADP  equipment  that  are 
(a)  physically  incorporated  in  a  weapon, 
or  (b)  manufactured  under  a 
development  contract  are  excluded  from 
the  above  definition. 

(3)  Accessories,  such  as  tape  cleaners, 
tape  testers,  magnetic  tapes,  paper 
tapes,  disc  packs  and  the  like  are 
excluded. 

58.  Building  Space  and  Related 
Facilities. — a.  Rental  cost.  Prior  written 
approval  is  required  when:  (1)  The  total 
rental  space  requirement,  including 
space  for  file,  conference,  mail,  supply 
reproduction,  and  storage  rooms,  is  in 
excess  of  150  square  feet  per  employee. 
Space  required  for  intermittent  and/or 
part-time  employees  may  be  included  in 
space  requirement. 

(2)  The  rental  charge  exceeds  $10 
annually  per  square  foot.  The  grantee/ 
subgrantee  shall  certify  in  writing  that 
the  requested  rental  charge  is  consistent 
with  the  prevailing  rates  in  the  local 
area  and  shall  maintain  documentation 
in  its  files  to  support  such  a 
determination. 

b.  Maintenance  and  Operation.  Prior 
approval  is  required  where  maintenance 
and  operation  expenses,  as  defined  in 
FMC  74-4  and  OMB  circular  A-21,  when 
added  to  any  space  rental  costs,  are 
estimated  to  exceed  an  aggregate  total 
of  $12.50  annually  per  square  foot  of 
space  occupied. 

c.  Rearrangements  and  Alterations. 
Prior  approval  is  required  when  the  total 
estimated  outlay  for  rearrangement  and 
alteration  under  any  grant  or  subgrant  is 
greater  than  $5,000.  For  costs  in  excess 
of  such  amount,  justification  must 
normally  show  that:  (1)  The  building 
involved  is  in  reasonably  good  condition 
with  a  life  expectancy  of  five  or  more 
years; 
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(2)  The  costs  are  true  rearrangement 
or  renovation  costs  as  distinguished 
from  new  construction  or  expansion  of 
an  existing  building;  and 

(3)  The  total  costs  do  not  exceed  25 
percent  of  the  current  value  of  the 
building. 

d.  Depreciation  and  Use  Allowances 
on  Publicly  Owned  Buildings.  Prior 
approval  is  required  only  when 
depreciation  or  use  allowances  are  to  be 
charged  on  temporarily  idle  or  excess 
facilities. 

e.  Occupancy  Under  Rental  Purchase 
or  Lease  with  Option  to  Purchase 
Agreement.  Prior  approval  of  costs  of 
occupancy  under  arrangements  of  this 
type  must  be  provided  and  may  require 
application  of  special  matching  share 
requirements  under  construction 
programs. 

59.  Equipment  and  Other  Capital 
Expenditures. — Equipment  and  other 
capital  assets  (refer  to  paragraph  12f). 
including  repairs  which  materially 
increase  their  useful  life,  are  allowable 
provided  that  the  procurement  receives 
prior  approval.  Approval  requirements 
are  as  follows:  a.  Planning  and 
Administrative  Funds.  Prior  approval  of 
items  to  be  acquired  for  exclusive  use  in 
authorized  CJC  and  entitlement 
jurisdiction  operations  is  required  for 
annual  equipment  expenditures  over 
$10,000.  Mor  approval  for  CjCs  must  be 
obtained  from  the  GRANTOR  AGENCY. 
These  expenditures  normally  consist  of 
furniture,  office  equipment,  vehicles,  and 
other  items  required  for  the 
administrative  effort  of  comprehensive 
application  development, 
implementation  and  coordination.  For 
subgrantees,  CJCs  may  adopt  a  $5,000 
prior  approval  requirement  or  may 
require  review  of  all  proposed 
equipment  acquisitions. 

b.  All  Other  Grant  Funds.  (1)  Specific 
Provisions  of  the  Grant  Agreement. 
Where  expenditures  for  equipment  are 
not  fully  justihed  by  the  budget  and 
narrative  description  portion  of  the 
grants,  the  grantor  agency  and  the  C]Cs 
may  require  that  information  such  as  the 
type,  quantity  estimated,  unit  price,  etc., 
be  provided  through  the  issuance  of 
Special  Conditions  to  the  grant  award. 

(2)  Cost  Allowability  Principles.  In 
reviewing  equipment  acquisition 
budgets  and  proposals,  CJCs  should 
adhere  to  the  following  cost  allowability 
principles:  (a)  No  other  equipment 
owned  by  the  grantee/subgrantee  is 
suitable  for  the  effort. 

(b)  Grant  funds  are  not  used  to 
provide  reimbursement  for  the  purchase 
of  equipment  already  owned  by  the 
grantee/subgrantee. 

(c)  Equipment  purchased  and  used 
commonly  for  two  or  more  programs  has 


been  appropriately  prorated  to  each 
activity. 

(3)  Helicopters  and  Airplanes.  The 
acquisition,  use.  or  maintenance  cost  of 
helicopters  or  airplanes  for  law 
enforcement  purposes  is  allowable.  Law 
enforcement  purposes  are  considered  to 
be  surveillance,  crowd  control,  airlifting 
equipment  and  personhel,  patrol,  rescue 
‘  operations,  etc. 

60.  Preagreement  Costs. — ^Prior 
approval  is  required  for  "preagreement 
costs”  which  are  to  be  included  in  a 
grant  or  subgrant  application. 
Preagreement  costs  are  defined  here  as 
those  costs  which  are  considered 
necessary  to  the  project  but  occur  prior 
to  the  starting  date  of  the  grant  period, 
a.  Planning  and  Administrative  Funds. 
The  grant  conditions  for  planning  and 
administrative  funds  specifically  permit 
charges  of  otherwise  allowable  costs 
incurred  for  authorized  CJC  and 
entitlement  jurisdiction  activities  or  for 
establishment  of  CJCs  and  entitlement 
jurisdictions,  even  if  incurred  prior  to 
the  date  of  the  Planning,  Part  D  or  JJ 
formula  grant  award,  'i^us,  awards  may 
be  deemed  to  have  approved 
“preagreement”  costs  from  the 
beginning  of  the  grant  period  set  forth  in 
the  grant  award  document  (i.e.,  the 
beginning  of  the  fiscal  year  of  award 
unless  the  grantee  has  elected  a  later 
date). 

b.  Block  Action,  Part  D  Formula 
Action,  and  JJ  Formula  Action  Funds. 
Costs  to  projects,  which  were  incurred 
prior  to  the  date  of  the  subgrant  award, 
may  be  charged  to  the  project  where  the 
grant  or  subgrant  application 
specifically  requests  support  for 
preagreement  costs.  CJCs  may  approve 
preagreement  costs  for  subgrantees  if 
incurred  subsequent  to  the  beginning  of 
the  Federal  fiscal  year  of  award. 
Approval  by  the  GRANTOR  AGENCY  is 
required  for  any  preagreement  costs 
incurred  prior  to  the  beginning  of  the 
Federal  fiscal  year  of  award  for  Block 
Action,  Part  D  formula,  and  JJ  formula 
awards. 

c.  Categorical  Grants.  Costs  to 
projects  which  were  incurred  prior  to 
the  start  date  of  the  official  grant  period 
of  the  award  may  be  charged  to  the 
project  only  if  prior  approval  is  obtained 
from  the  GRANTOR  AGENCY. 

61.  Proposal  Costs. — Costs  to  projects 
for  prenaring  proposals  for  potential 
Federal  grants  requires  prior  approval. 

62.  Professional  Services  (including 
Contractors  and  Consultants). — a.  The 
requirements  with  respect  to 
arrangements  for  services  with 
individuals,  other  government  units  and 
non-govemment  organizations  are  as 
follows:  (1)  Arrangements  with 
individuals  must  ensure  that;  (aj  Dual 


compensation  is  not  involved  (i.e.,  the 
individual  may  not  receive 
compensation  from  his  regular  employer 
and  the  retaining  grantee  or  subgrantee 
for  work  perform^  during  a  single 
period  of  time  even  though  the  services 
performed  benefit  bothj. 

(bj  The  contractual  arrangement  is 
written,  formal,  proper  and  otherwise 
consistent  with  the  grantee's  usual 
practices  for  obtaining  such  services. 

(c)  Time  and/or  services  for  which 
payment  will  be  made  and  rates  of 
compensation  will  be  supported  by 
adequate  documentation. 

(dj  Transportation  and  subsistence 
cost  for  travel  p>erformed  are  at  an 
identified  rate  consistent  with  the 
grantee's  general  travel  reimbursement 
practices. 

(2J  Arrangements  with  other 
government  units  shall  ensure  that  the 
work  or  services  for  which 
reimbursement  is  claimed  must  be 
directly  and  exclusively  devoted  to 
grant  purposes  and  charged  at  rates  not 
in  excess  of  actual  cost  to  the 
“contractor”  government  agency. 

(3)  Arrangements  with  non- 
govemment  organizations  shall  ensure 
that:  (aJ  The  arrangement  is  written, 
formal,  proper  and  consistent  with  the 
usual  practice  and  policies  of  the 
grantee  or  subgrantee  in  contracting  for 
or  otherwise  obtaining  services  of  the 
type  required; 

(bJ  Indirect  costs  or  overhead  charges 
in  cost-type  arrangements  are  based  on 
an  audited  or  negotiated  rate  previously 
approved  by  a  state  or  federal  agency  or 
are  based  on  an  indirect  cost  submission 
reflecting  actual  cost  experience  during 
the  contractor's  last  annual  or  other 
recently  completed  fiscal  period;  and 

(cj  The  customary  fixed  fee  or  profit 
allowance  in  cost-type  arrangements 
does  not  exceed  10  percent  of  total 
estimated  costs. 

(d)  Not  more  than  20  percent  of  the 
State's  total  Federal  Planning  Grant 
(State  and  local  portions)  may  be  used 
for  contracted  planning  services  or 
assistance  by  nongovernmental 
organizations. 

(4)  A  grantee  should  not  circumvent 
the  requirements  of  paragraphs  62a  (1) 
and  (3]  and  62(b)  by  contracting  for  a 
fixed  product  which  would  not  be 
subject  to  the  professional  services  fee 
limitation.  This  is  particularly  significant 
in  contracting  for  the  services  of 
individuals. 

b.  Compensation  for  individual 
consultant  services  is  to  be  reasonable 
and  consistent  with  that  paid  for  similar 
services  in  the  market  place.  In  addition, 
the  policy  is  that  the  maximum  rate  for 
consultants  is  $135  (excluding  travel  and 
subsistence  costs)  for  an  eight  (8)  hour 
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day.  An  eight-hour  day  may  include 
preparation,  evaluation  and  travel  time 
in  addition  to  the  time  required  for 
actual  performance.  A  request  for 
compensation  for  over  $135  a  day,  but 
not  to  exceed  $200  a  day  requires  prior 
approval  and  additional  justification. 
The  following  is  the  policy  in  regard  to 
compensation  of  various  classiHcations 
of  consultants  who  perform  like-type 
services  and  are  subject  to  these 
limitations.  (1)  Consultants  Associated 
with  Educational  Institutions.  The 
maximum  rate  of  compensation  that  will 
be  allowed  is  the  consultant’s  academic 
salary  projected  for  twelve  months, 
divided  by  260.  These  individuals 
normally  receive  fringe  benefits  which 
include  sick  leave  for  a  full  12-month 
period  even  though  they  normally  only 
work  nine  months  per  year  in  their 
academic  positions. 

(2)  Consultants  Employed  by  State 
and  Local  Governments.  Compensation 
for  these  consultants  will  only  be 
allowed  when  the  unit  of  government 
will  not  provide  their  services  without 
cost.  In  diese  cases,  the  rate  of 
compensation  is  not  to  exceed  the  daily 
salary  rate  paid  by  the  unit  of 
government. 

(3)  Consulants  Employed  with  Profit, 
Non-Profit  and  Not-for  Profit 
Organizations.  These  organizations  are 
subject  to  competitive  bidding 
procedures.  Thus,  they  are  not  subject  to 
the  $135  per  day  maximum 
compensation.  In  those  cases  where  an 
individual  has  authority  to  consult 
without  employer  involvement,  the  rate 
of  compensation  should  not  exceed  the 
individual’s  daily  salary  jate  paid  by 
his/her  employer  subject  to  the  $135 
limitation. 

(4)  Independent  Consultants.  The  rate 
of  compensation  for  these  individuals 
must  be  reasonable  and  consistent  with 
that  paid  for  similar  services  in  the 
market  place.  However,  these 
consultants  may  seek  a  higher  rate  than 
the  consultants  classifred  in  paragraph 
62b  (1)  and  (2),  due  to  the  fact  that  they 
must  pay  for  their  own  fringe  benehts. 

c.  If  any  of  the  requirements  outlined 
in  paragraph  62  a  and  b  are  not  met, 
prior  approval  must  be  obtained  from 
the  GRANTOR  AGENCY. 

63.  Confidential  Expenditures. — Prior 
approval  is  required  by  all  grantees/ 
subgrantees  prior  to  the  use  of  funds  for 
conhdential  expenditures.  Confidential 
expenditures,  as  used  here,  are  defined 
as  funds  used  for  purchase  of  services, 
purchase  of  evidence  (physical]  and 
purchase  of  information.  Refer  to 
appendix  12,  “Guidelines  for 
Confrdential  Expenditures,”  for  further 
details,  a.  Confidential  expenditures  will 
be  considered  in  grants/subgrants  to 


State  law  enforcement  agencies  and  law 
enforcement  agencies  serving  counties 
and  cities  with  populations  in  excess  of 
50,000  upon  the  submission  of  special 
information  which  includes  procedures 
and  assurances  established  by  the 
grantor  agency  for  proper  accounting 
and  administration  of  this  cost  item. 
Guidelines  and  use  instructions  for 
handling  conHdential  expenditures  must 
be  supplied  to  the  grantees /subgrantees 
for  all  grants /subgrants  providing 
support  for  confidential  expenditures. 

(b)  A  special  condition  must  be 
applied  to  all  grants /subgrants  involving 
the  expenditure  of  confrdential  funds. 
This  condition  should  state:  "Prior  to  the 

expenditure  of  the  $ - allocated  for 

confrdential  funds,  the  project  director 
shall  sign  a  certifrcation  indicating  that 
he  has  read,  understands  and  agrees  to 
abide  by  all  of  the  conditions  pertaining 
to  confrdential  fund  expenditures  as  set 
forth  in  the  effective  edition  of  Guideline 
Manual  7100.1,  Financial  and 
Administrative  Guide  for  Grants.’’ 

c.  Certification  for  Confidential 
Funds,  (l)  A  signed  certifrcation  is 
required  by  the  grantor  agency  or  the 
CJC  from  all  project  directors  of  grants/ 
subgrants  involving  the  disbursement  of 
monies  for  confrdential  expenditures 
from  Federal  or  matching  funds.  For  a 
sample  of  the  required  certifrcation, 
refer  to  appendix  12. 

(2)  A  signed  certifrcation  must  be 
returned  to  the  grantor  agency  or  the 
C]C  to  be  placed  in  the  offrcial  grant  frle. 

d.  Those  confidential  expenditures, 
and  other  funds  that  are  seized  and 
revert  to  a  State  or  local  imit  of 
government  as  a  result  of  grants  which 
use  confrdential  expenditures,  other 
than  in  informant  fees,  shall  be  deemed 
program  income  pursuant  to  the  Offrce 
of  Management  and  Budget  Circular  No. 
A-102.  Attachment  E,  paragraph  6,  up  to 
the  total  amount  of  such  confrdential 
expenditures  used  under  such  grant. 

This  income  will  be  returned  to  the  CJC 
and  used  to  support  other  projects  under 
the  appropriate  program. 

64.  Medical  Research  Conducted 
With  Grant  Funds. — Medical  research 
conducted  by  any  grantee  or  subgrantee 
must  receive  prior  approval  from  the 
GRANTOR  AGENCY  before  any  funds 
may  be  expended  for  the  research.  Prior 
approval  requests  may  be  prepared  as  a 
separate  submission  or  included  in  the 
CJC’s  Comprehensive  Application. 
Regardless  of  the  type  of  submission 
selected,  the  following  information  must 
be  included  in  the  request  for  prior 
approval:  a.  Type  of  research; 

b.  Place  and  persons  conducting  the 
research; 

c.  Amount  of  research  funds  available; 
and 


d.  The  research  methodology, 
including  data  on  chemical  agents  or 
medical  procedures,  use  of  human 
volunteer  or  animal  subjects  and  a 
description  of  anticipated  experiments. 

65.  Contingency  Costs  for 
Construction  Projects. — Contingencies 
will  be  allowed  as  part  of  the  budget 
classification  but  not  as  a  cost  item  of 
the  construction  application.  The 
contingency  will  be  treated  as  a  prior 
approval  item  and  release  of  the 
contingency  must  be  approved  by  the 
CJC  or  the  grantor  agency.  The 
maximum  contingency  rate  allowable  on 
construction  projects  shall  be  10  percent 
of  direct  construction  costs. 

66.  Deviations  From  Approved 
Budgets. — 'The  grantor  agency 
recognizes  the  needs  which  will  arise  for 
departure  from  or  adjustment  of 
previously  approved  budget  estimates  in 
planning,  action.  Part  D  and  JJ  Formula 
and  categorical  grants.  The  most 
carefully  formulated  estimates  must 
respond  to  futuire  events,  experience, 
and  special  contingencies,  problems  or 
cost  not  always  susceptible  of  advance 
determination,  a.  Planning  Grants.  (1) 
C/Cs.  In  grant  applications,  CJCs  are 
required  only  to  submit  gross  cost 
estimates  in  five  broad  expenditure 
categories — available  to  local  units  of 
government,  and  other  expenses.  CJCs 
may  transfer  among  expenditure 
categories,  a  cumulative  amount  of  up  to 
frve  (5)  percent  of  the  grant  budget. 
Transfers  exceeding  these  limitations 
require  prior  approval  by  the  GRANTOR 
AGENCY. 

(2)  Subgrantees.  Policies  concerning 
budget  deviations  by  planning 
subgrantees,  and  the  need  for  prior 
approval,  shall  be  determined  by  the 
CJC  subject  only  to  adherence  to  the 
approval  requirements  in  FMC  74-4. 

b.  Block  Action,  Part  D  Formula  and  JJ 
Formula  Grants.  (1)  CJCs  are  currently 
required  to  submit  only  total  cost 
estimates  for  each  program  for  which  an 
action  or  Part  D  or  JJ  formula  grant  is 
requested.  Thus,  no  restrictions  exist  as 
to  modifrcations  of  budgeted  costs  or 
expenditures  within  a  program  except  as 
may  be  imposed  by  the  normal  cost 
allowability  rules  and  approval 
requirements  of  FMC  74-4.  Prior 
approval  for  reprogramming  of  funds  is 
required  as  described  in  paragraphs 
14b(2)  and  20b(2)  of  this  guideline 
manual. 

(2)  Subgrantees.  Policies  concerning 
budget  deviations  by  block  action.  Part 
D  and  JJ  formula  subgrantees,  and  the 
need  for  prior  approval  shall  be 
determined  by  ^e  CJC  subject  only  to 
adherences  to  the  approval 
requirements  of  FMC  74-4. 
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c.  Categorical  Grants.  Graptees  and 
subgrantees  must  request  prior  approval 
for  certain  budget  deviations.  These 
deviations  include:  (1)  Non-Construction 
Grants,  (a)  Transfer  of  funds  among 
direct  cost  categories  for  awards  in 
which  the  Federal  share  exceeds 
$100,000  when  the  cumulative  amount  of 
such  transfers  exceeds  or  is  expected  to 
exceed  five  percent  of  the  total  budget. 
(Applicable  to  ALL  grantees/ 
subgrantees). 

(b)  Require  grantees/ subgrantees  to 
notify  the  GRANTOR  AGENCY 
promptly  whenever  the  amount  of 
Federal  authorized  funds  is  expected  to 
exceed  the  needs  of  the  grantee/ 
subgrantee  by  more  than  $5,000  or  five 
percent  of  the  Federal  award  whichever 
is  greater.  (Applicable  to  ALL  grantees/ 
subgrantees]. 

(c)  Changes  in  the  scope  or  the 
objective  of  the  project  or  program. 
(Applicable  to  ALL  grantees/ 
subgrantees). 

(d)  The  need  for  additional  Federal 
funding.  (Applicable  to  ALL  grantees/ 
subgrantees). 

(e)  Recipients  plan  to  transfer  funds 
allotted  for  training  allowances  (direct 
payments  to  trainees)  to  other  categories 
of  expense.  (Applicable  to  ALL 
grantees/subgrantees). 

(f)  The  revisions  involve  the  transfer 
of  amoimts  budgeted  for  indirect  costs 
to  absorb  increases  in  direct  costs. 
(Applicable  to  ALL  grantees/ 
subgrantees). 

(g)  The  revisions  pertain  to  the 
addition  of  items  requiring  approval  in 
accordance  with  the  provisions  of  FMC 
74-4.  (Applicable  to  grantees/ 
subgrantees  of  state  and  local 
governments). 

(h)  The  expenditui'es  require  approval 
in  accordance  with  OMB  Circular  A-21 
“Cost  Principles  for  Educational 
Institutions.”  (Applicable  to  grantees/ 
subgrantees  of  institutions  of  higher 
education,  hospitals,  and  non-profit 
organizations). 

(i)  None  of  the  substantive 
programmatic  work  under  a  grant  or 
other  agreement  may  be  subcontracted 
or  transferred  without  prior  approval  of 
the  GRANTOR  AGENCY.  (Applicable  to 
grantees/subgrantees  of  institutions  of 
higher  education,  hospitals  and  other 
non-proHt  organizations). 

(2)  Construction  Grants,  (a)  The 
revision  results  from  changes  in  the 
scope  or  the  objective  of  the  project  or 
program.  (Applicable  to  ALL  grantees/ 
subgrantees). 

(b)  The  revision  increases  the  budget 
amounts  of  Federal  funds  needed  to 
complete  the  project.  (Applicable  to  ALL 
grantees/subgranteesj. 


(c)  Require  grantees/subgrantees  to 
notify  the  GRANTOR  AGENCY 
promptly  whenever  the  amount  of 
Federal  authorized  funds  is  expected  to 
exceed  the  needs  of  the  grantee/ 
subgrantee  by  more  than  $5,000  or  five 
percent  of  the  Federal  award,  whichever 
is  greater.  (Applicable  to  ALL  grantees/ 
subgrantees). 

(3)  Constwction/Non-Construction 
Grants,  (a)  Before  making  any  fund  or 
budget  transfers  between  the  two  types 
of  work  supported.  (Applicable  to  ALL 
grantees/subgrantees). 

(b)  Budgets  are  also  subject  to  prior 
approval  for  deviations  listed  in 
paragraph  66c  (1)  and  (2)  as  appropriate. 

67.  Travel  costs  requiring  specific 
prior  approval  by  the  Grantor  Agency 
are  domestic  travel  (by  educational 
institutions)  exceeding  $500  or  25 
percent  of  the  approved  budgeted 
amount  identified  for  such  travel  and 
each  foreign  trip.  These  costs  shall  be 
requested  as  follows:  a.  Domestic  Travel 
by  a  written  letter  requesting  approval. 

b.  Foreign  Travel  may  be  incorporated 
into  a  grant  application  at  the  time  of 
submission  of  the  grant  application  or  as 
a  separate  letter  of  written  request  for 
approval. 

68.  Insurance  and  Indemnification. — 
Inclusion  of  insurance  or 
indemnification  costs  in  the  approved 
grant/ subgrant  budget  or  award  is 
normally  a  precondition  for  allowability 
of  such  costs.  However,  separate 
request  for  approval  may  also  be  made. 
Also  prior  approval  of  insimance  costs 
incurred  in  accordance  with  standard 
State  and  local  government  policy  in  the 
conduct  of  its  activities  (i.e.,  both 
federally  and  non-federally  related)  and 
consistent  with  sound  business  practice, 
such  as  bonding  of  employees  or 
liability  insurance  for  staff  is  required. 

69.  Management  Studies. — Prior 
approval  of  costs  of  management  studies 
is  required  if  the  studies  are  to  be 
performed  by  agencies  other  than  the 
grantee/sub^antee  or  by  consultants. 

Section  4.  Costs  Generally  Unallowable 

70.  Land  Acquisition. — Grantor 
agency  legislation  specifies  that  no 
Federal  grant  involving  the  renting, 
leasing,  or  constructing  of  buildings  or 
other  physical  facilities  shall  be  used  for 
land  acquisition.  Accordingly,  land 
acquisition  costs  are  unallowable. 

71.  Compensation  of  Federal 
Employees. — Salary  payments, 
consulting  fees  or  other  remuneration  of 
full-time  Federal  employees  are 
unallowable  costs. 

72.  Travel  of  Federal  Employees. — 
Costs  of  transportation,  lodging, 
subsistence,  and  related  travel  expenses 
of  grantor  agency  employees  are 


unallowable  chaiges  against  planning, 
action  and  juvenile  justice  grants.  Travel 
expenses  of  other  Federal  employees  for 
advisory  committees  or  other  program 
or  project  duties  or  assistance  are 
allowable  if  they  have  been:  a. 

Approved  by  the  Federal  employee’s 
department  or  agency,  and 

b.  Included  as  an  identifiable  item  in 
the  fimds  budgeted  for  the  project  or* 
subsequently  submitted  for  approval. 

73.  Bonuses  or  Commissions. — ^The 
grantee  or  subgrantee  is  prohibited  from 
paying  any  bonus  or  commission  to  any 
individual  for  the  purpose  of  obtaining 
approval  of  an  application  for  grantor 
agency  assistance. 

74.  Military  Type  Equipment. — Cost 
for  such  items  as  automatic  weapons, 
armored  vehicles,  explosive  devices, 
and  other  items  typically  associated 
with  the  military  arsenal  are 
unallowable. 

75.  Lobbying. — a.  No  part  of  any  grant 
shall  be  used:  (1)  For  publicity  or 
propaganda  purposes  designed  to 
support  or  defeat  legislation  pending 
before  legislative  bodies; 

(2)  To  pay,  directly  or  indirectly,  for 
any  personal  service,  advertisement, 
telegram,  telephone,  letter,  printed  or 
written  matter,  or  other  device,  intended 
or  designed  to  influence  in  any  manner  a 
member  of  Congress,  to  favor  or  oppose, 
by  vote  or  otherwise,  any  legislation  of 
appropriation  by  Congress,  whether 
before  or  after  file  introduction  of  any 
bill  or  resolution  proposing  such 
legislation  or  appropriation  (18  U.S.C. 
3107). 

b.  This  provision  Shall  Not  limit  the 
following  types  of  activities;  (1) 
Testimony  before  legislative  bodies 
reviewing  the  effectiveness  of  grant 
programs,  or 

(2)  Introduction  and  support  in  the 
State  legislature  of  general  statutory 
reform,  such  as  criminal  code  revisions, 
court  reform,  etc. 

76.  Fund  Raising. — A.  grantee  or 
subgrantee  may  not  charge  “fund 
raising”  as  a  budgeted  cost  to  a  grant. 
Fund  raising  expenses  will  not  be 
reimbursed  as  an  indirect  cost  and  may 
be  reimbursed  as  a  direct  cost  only 
when  it  is  shown  to  be  directly  related 
to  a  specific  grant  or  contract-supported 
activity. 

Section  5.  Indirect  Costs  and 
Administrative  Expenses 

77.  Indirect  Costs. — a.  Definition. 
Indirect  costs  are  those  costs  of  an 
organization  that  are  not  readily 
assignable  to  a  particular  project,  but 
are  necessary  to  the  operation  of  the 
organization  and  the  performance  of  the 
project  The  costs  of  operating  and 
maintaining  facilities,  depreciation,  and 


Federal  Register  /  Vol.  45,  No.  43  /  Monday.  March  3,  1980  /  Notices 


13823 


administrative  salaries  are  examples  of 
the  types  of  costs  that  are  usually 
treated  as  indirect  costs. 

b.  All  Other  Grantees.  (1)  Approved 
Plan  Available,  (a)  The  Administration 
may  accept  any  indirect  cost  rate  or 
allocation  plan  previously  approved  for 
a  grantee  by  any  Federal  granting 
agency  on  the  basis  of  allocation 
methods  substantially  in  accord  with 
those  set  forth  in  the  applicable  cost 
circulars. 

(b)  Where  federally-approved  rates 
are  used  as  the  basis  for  charging 
indirect  costs  to  grant  funds,  a  copy  of 
the  Federal  agency  approval  document 
should  be  promptly  furnished  to  the 
grantor  agency  as  part  of  the  grant 
application. 

(2)  No  Existing  Approved  Plan,  (a) 
Where  there  is  no  existing  federally- 
approved  rate,  indirect  costs  may  not  be 
charged  to  grant  funds  on  the  basis  of 
predetermined  fixed  rates  or  a 
negotiated  lump  sum  unless  the  rate  is 
approved  by  the  grantor  agency.  It  will 
be  necessary  for  all  grantees  desiring 
actual  indirect  costs  and  not  having  a 
federally-approved  rate  to  submit  dieir 
proposals  to  the  grantor  agency. 

(b)  In  lieu  of  submitting  actual  indirect 
cost  proposals,  flat  amounts  not  in 
excess  of  ten  percent  of  direct  labor 
costs  (including  fringe  benefits)  or  five 
percent  of  total  direct  costs  may  be 
allowed  as  a  predetermined  rate  based 
on  general  experience  with  respect  to 
minimum  overhead  support  levels 
required  for  grantee  operations. 

(c)  Where  flat  rates  are  accepted  in 
lieu  of  actual  indirect  costs,  grantees 
may  not  also  charge  expenses  normally 
included  in  overhead  pools,  e.g., 
accounting  services,  legal  services, 
building  occupancy  and  maintenance, 
etc.,  as  direct  costs.  Grantees  are 
encouraged  to  seek  maximum  indirect 
cost  absorportion  as  a  means  for 
broader  and  more  concentrated 
application  of  Federal  funds  to  direct 
crime  control  activities. 

(3)  Establishment  of  Indirect  Cost 
Rates.  In  order  to  be  reimbursed  for 
indirect  costs,  a  grantee  or  organization 
must  first  establish  an  appropriate 
indirect  cost  rate.  To  do  this,  the  grante'e 
must  prepare  an  indirect  cost  rate 
proposal  and  submit  it  to  the  grantor 
agency.  The  proposal  must  be  sumitted 
in  a  timely  manner  (within  six  months 
after  the  end  of  the  fiscal  year)  to  assure 
recovery  of  the  full  amount  of  allowable 
indirect  costs,  and  it  must  be  developed 
in  accordance  with  principles  and 
procedures  appropriate  to  the  type  of 
grantee  insti^tion  involved.  For  further 
information  concerning  the 
establishment  of  indirect  costs  rates, 
consult  the  following  brochures  (listed 


below)  published  by  the  Department  of 
Health.  Education  and  Welfare  which 
describe  the  procedures  involved  in  the 
computation  of  indirect  cost  rates. 
Copies  of  these  brochures  may  be 
obtained  from  the  Superintendent  of 
Documents,  U.S.  Government  Printing 
Office.  Washington,  D.C.  20402:  (a) 
OASC-1  (Rev) — A  Guide  for  Colleges 
and  Universities,  Cost  Principles  and 
Procedures  for  Establishing  Indirect 
Cost  Rates  for  Research  Grants  and 
Contracts  with  the  Department  of 
Health,  Education,  and  Welfare. 

(b)  OASC-5  (Rev) — A  Guide  for  Non- 
Profit  Institutions,  Cost  Principles  and 
Procedmes  for  Establishing  Indirect 
Cost  and  Other  Rates  for  Grants  and 
Contracts  with  the  Department  of 
Health,  Educationt  and  Welfare. 

(c)  (OASC-10 — ^A  Guide  for  State  and 
Local  Government  Agencies,  Cost 
Principles  and  Procedures  for 
Establishing  Cost  Allocation  Plans  and 
Indirect  Cost  Rates  for  Grants  and 
Contracts  with  the  Federal  Government. 

78.  Cost  Allocation  Plans — Central 
Support  Services. — CJCs  and  local  units 
of  governments  may  not  charge  the  cost 
of  central  support  services  supplied  by 
the  State  or  local  except  pursuant  to  a 
“cost  allocation  plan”  approved  by  the 
cognizant  Federal  agency.  This 
provision  also  is  applicable  to  all  other 
state  agencies.  The  rate  which  is  to  be 
applied  may  be  on  a  provisional,  final  or 
predetermined  basis. 

79.  Reserved.  (Administrative 
Expenses). 

80.  Reserved. 

Chapter  6.  Procurement  and  Property 
Management  Standards 

81.  Procurement  Standards. — 

a.  General.  All  grantees/subgrantees 
must  follow  the  Federal  standards  in 
establishing  procedures  for  the 
procurement  of  supplies,  equipment 
construction,  and  other  services  with 
grant  funds.  These  standards  are 
furnished  to  ensure  that  such  materials 
and  services  are  obtained  in  an  effective 
manner  and  in  compliance  with  the 
provisions  of  OMB  Circular  Nos.  A-102 
and  A-110  and  Executive  Orders  11246 
and  11375,  entitled  "Equal  Employment 
Opportunity.”  State  and  local 
government  shall  refer  to  appendix  3, 
Uniform  Grant-In-Aid  Programs  for 
State  and  Local  Governments, 
Attachment  O.  Institutions  of  Higher 
Education,  Hospitals  and  Other  Non- 
Profit  Organizations  shall  refer  to 
appendix  4,  Grants  and  Agreements 
With  Institutions  of  Higher  Education, 
Hospitals,  and  Other  Non-Profit 
Organizations,  Attachment  O.  For 
details  on  implementation  of 
procurement  standards,  refer  to  the 


effective  edition  of  Guideline  M  1700.6, 
Grant  Manager  Procurement  Handbook. 
Any  grantee/subgrantee  (state  or  local) 
whose  procurement  system,  has  been 
certified  by  a  Federal  Agency  is  not 
subject  to  prior  approval  requirements 
of  Attachment  O.  OMB  Circular  A-102. 
Grantor  agency  prior  approval  will  only 
be  requir^  for  areas  beyond  limits  of 
the  grantee/subgrantee  certification. 

b.  Adequate  Competition.  All 
prociu'ement  transactions  regardless  of 
whether  negotiated  or  advertised  and 
without  regard  to  dollar  value  shall  be 
conducted  in  a  manner  so  as  to  provide 
maximum  open  and  free  competion. 

c.  Noncompetitive  Practices.  The 
grantee/subgrantee  should  be  alert  to 
organizational  conflicts  of  interest  or 
noncompetitive  practices  among 
contractors  whi^  may  retrict  or 
eliminate  competition  or  otherwise 
restrain  trade.  Contractors  that  develop 
or  draft  specifications,  requirements, 
statements  of  work  and/or  RFPs  for  a 
proposed  procurement  shall  be  excluded 
from  bidding  or  submitting  a  proposal  to 
compete  for  the  award  of  such 
procmement  An  exemption  to  this 
regiilation  requires  the  prior  approval  of 
the  grantor  agency  and  is  only  given  in 
unusual  circumstances  such  as  when  a 
nonprofit  organization  is  acting  as  the 
agent  for  the  state  or  local  unit  of 
government.  Any  request  for  exemption 
must  be  submitted  in  writing  to  the 
grantor  agency. 

82.  Construction  Requirements. — ^The 
following  policies  and  procedures 
relevant  to  construction  are  applicable 
to  grantees/subgrantees.  For  the 
purpose  of  determining  the  appropriate 
funding  ratios  for  construction  projects, 
refer  to  Figure  2-1  and  2-4  of  Chapter  2 
of  this  guideline  manual. 

a.  The  definitions  for  construction  are 
as  follows:  (1)  Crime  Control  Act 
Construction  means  the  erection, 
acquisition,  expansion,  remodeling  or 
alteration  of  existing  buildings,  and  the 
cost  of  equipping  said  facilities.  Initial 
equipment  includes  heating,  plumbing, 
air  conditioning  and  electrical  service 
and  similar  fixed  equipment  items  but 
does  not  include  equipment  not 
inherently  a  part  of  the  facility,  such  as 
office  furniture  and  equipment. 

(2)  Juvenile  Justice  and  Delinquency 
Prevention  Act  Construction  means  ^e 
acquisition,  expansion,  remodeling  and 
alteration  of  existing  buildings  and 
initial  equipment  of  any  such  buildings, 
or  any  combination  of  such  activities 
(including  architects’  fees  but  not  the 
cost  of  acquisition  of  land  for  buildings). 
For  the  definition  of  initial  equipment, 
refer  to  paragraph  82d. 

(3)  Justice  System  Improvement  Act. 
Construction  means  the  erection. 
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acquisition,  or  expansion  of  new  or 
existing  buildings  or  other  physical 
facilities  and  the  acquisition  or 
installation  of  initial  equipment  but  does 
not  include  renovation,  repairs  or 
remodeling.  For  the  dehnition  of  initial 
equipment,  refer  to  paragraph  82a. 

b.  Qualifications.  When  considering 
the  use  of  grantor  agency  funds, 
grantees  and  subgrantees  must  be 
cognizant  of  the  following  qualifications 
as  to  their  use:  (1)  Acquisition  of  non- 
fixed  equipment,  feasibility  studies, 
architectural  studies  and  engineering 
fees,  costs  of  soil  borings  and  the  like, 
may  be  funded  on  a  90  percent  Federal, 
10  percent  matching  share  basis.  These 
costs  can  be  included  in  one  application 
as  a  single  line  item  of  the  budget 
showing  the  10  percent  matching  share. 
The  "pure"  construction  elements 
(including  site  preparation)  of  the  budget 
may  then  be  displayed  with  their 
appropriate  percentage  of  Federal 
participation  and  matching  share. 

(2)  Grantor  agency  legislation 
provides  that  no  portion  of  Federal 
construction  grant  funds  shall  be  used 
for  the  acquisition  of  land.  States 
should,  therefore,  consider  absorbing 
land  acquisition  costs  within  their  share 
of  construction  project  costs.  Land  may 
be  used  as  match.  However,  the  cost  or 
value  of  (a)  land  already  beneficially 
owned  by  the  State  prior  to  the  fiscal 
year  in  which  a  construction  project  is 
approved  or  (b)  which  the  State  holds 
under  a  grant  or  patent  from  the  United 
States  for  which  no  consideration  was 
given,  may  not  count  as  a  matching 
share  contribution.  Land  for  which 
consideration  was  given  to  the  United 
States  must  be  valued  at  acquisition 
cost. 

(3)  The  total  cost  of  a  construction 
project  is  inclusive  of  the  cost  of  site 
preparation,  including  demolition  of 
existing  structures.  Any  proceeds 
realized  from  site  preparation  activities 
(e.g.,  salvage  value  of  structures 
demolished  or  the  proceeds  from  sale  of 
timber)  should  be  applied  to  reduce  the 
total  cost  of  the  construction  project. 

(4)  Payment  of  relocation  costs  shall 
be  in  accordance  with  the  “Uniform 
Relocation  Assistance  and  Real 
Property  Acquisition  Policy  Act  of  1970." 
Refer  to  the  effective  edition  of 
Guideline  4061.1  "Relocation  Assistance 
and  Payments,"  for  a  detailed 
explanation  of  costs  for  relocation 
assistance  payments. 

c.  Special  Fiscal  Conditions  for 
Construction  Projects.  Grant  or  subgrant 
funds  for  construction  or  facility 
improvement,  which  require  letting  a 
contract  amounting  to  $100,000  or  more 
to  a  private  company  or  individual  shall 
require:  (1)  A  bid  guarantee  equivalent  ‘ 


to  five  percent  of  the  bid  price.  The  bid 
guarantee  shall  consist  of  a  firm 
commitment  such  as  bid  bond,  certified 
check,  or  other  negotiable  instrument 
accompanying  a  bid  as  assurance  that 
the  bidder  will,  upon  acceptance  of  his 
bid,  execute  such  contractual  documents 
as  may  be  required  within  the  time 
specified  after  the  forms  are  presented 
to  him. 

(2)  A  performance  bond  on  the  part  of 
the  contractor  for  100  percent  of  the 
contract  price.  “Performance  bond" 
means  a  bond  executed  in  connecting 
with  a  contract  to  assure  payment  is 
required  by  law  of  all  persons  supplying 
labor  and  material  in  execution  of  the 
work  provided  for  in  the  contract 

(3)  Where  the  Federal  government 
guarantees  the  payment  of  money 
borrowed  by  a  grantee  or  subgrantee, 
the  CJC  may,  at  its  discretion,  require 
adequate  bonding  and  insurance  if  the 
bonding  or  insurance  requirements  of 
the  grantee  or  subgrantee  are  not 
deemed  sufficient  to  protect  adequately 
the  interest  of  the  Federal  government 
In  those  instances  where  construction  of 
facility  improvements  for  less  than 
$100,000  are  contemplated  and  the 
subgrantee  does  not  have  any 
requirements  for  bid  guarantees, 
performance  bonds  and  payment  bonds, 
the  CJC  will  impose  State  requirements 
on  the  subgrantees. 

d.  Exceptions  for  fJDP  Construction 
Projects.  (1)  Source  and  Types  of  Funds. 
Match  for  construction  programs  and/or 
projects  awarded  to  public  agencies 
must  consist  of  cash  appropriated  by  the 
grantor  or  contributed  by  a  private 
agency  or  individual.  This  requirement 
may  be  waived  by  the  grantor  agency,  in 
whole  or  in  part,  for  grants  awarded  to 
private  agencies  and  in-kind  match 
substituted  if: 

(a)  The  program  and/or  project 
otherwise  meets  the  criteria  of  the  Act 

(b)  It  is  consistent  with  the  State 
Comprehensive  Application. 

(c)  It  is  meritorious,  i.e.,  it  will  help 
alleviate  the  juvenile  delinquency 
problem. 

(d)  A  demonstrated  and  determined 
good  faith  effort  has  been  made  to  find  a 
cash  match. 

(e)  No  other  reasonable  alternative 
exists  except  to  allow  in-kind  match. 

(2)  Use  of  Funds,  (a)  Construction 
programs  and  projects  funded  under  the 
Juvenile  Justice  and  Delinquency 
Prevention  Act  funds  are  limited  to 
construction  of  iimovative  community 
based  facilities  for  less  than  20  people. 
Facilities  include  both  buildings  and 
parts  or  sections  of  a  building  to  be  used 
for  a  particular  program  or  project 


(b)  Erection  of  new  buildings  is  not 
permitted  with  Juvenile  Justice  and 
Delinquency  Prevention  funds. 

(c)  Use  of  Juvenile  Justice  and 
Delinquency  Prevention  fimds  for 
construction  is  equally  applicable  to 
programs  or  projects  using  Formula  or 
Special  Emphasis  Prevention  and 
Treatment  Program  funds. 

83.  General. — ^The  standards  and 
procedures  contained  in  this  chapter 
apply  to  all  grantees/subgrantees 
receiving  grantor  agency  assistance.  The 
standards  are  based  on  the  property 
management  standards  prescribed  in 
Attachment  N  of  both  OMB  Circulars  A- 
102  and  A-110. 

84.  Policies. — ^Policies  and  procedures 
with  respect  to  the  acquistion  and 
disposition  of  property  acquired  with 
grant  funds  must  be  based  on  three 
primary  considerations:  the  function  of  a 
property  in  facilitating  successful 
execution  of  a  project;  the  necessity  for 
ensuring  that  grant  funds  are  properly 
used  and  accounted  for;  and,  the 
desirability  of  minimizing  administrative 
accounting  and  reporting  requirements. 
All  grantees/subgrantees  utilizing  grant 
funds  for  the  acquisition  of  property  are 
responsible  for  establishing  and 
maintaining  systems  for  the  effective 
management  of  such  property. 
Granlees/subgrantees  are  expected  to 
apply  to  property  acquired  with  grantor 
agency  funds  the  same  policies, 
procedures  and  controls  normally 
applied  for  all  of  their  other  property, 
provided  that  the  minimum  management 
standards  contained  in  this  guideline  are 
met. 

85.  Definitions. — The  following 
definitions  apply  for  the  purpose  of  this 
guideline. 

a.  Real  Property.  Real  Property  means 
land,  land  improvements,  structures,  and 
appurtenances  thereto,  excluding 
movable  machinery  and  equipment. 

b.  Personal  Property.  Personal 
property  means,  property  of  any  kind 
except  real  property.  It  may  be  tangible 
(having  physical  existence)  or  intangible 
(having  no  physical  existence,  such  as 
patents,  inventions,  and  copyrights). 

c.  Nonexpendable  Personal  Property. 
Nonexpendable  personal  property  is 
tangible  personal  property  having  a 
useful  life  of  more  than  one  year  and  an 
acquisition  cost  of  $300  or  more  per  unit. 
A  grantee  or  subgrantee  may  use  its 
own  definition  of  nonexpendable 
personal,  provided  that  such  definition 
would  at  least  include  all  tangible 
personal  property  as  defined  above. 

That  is,  if  the  grantee’s/subgrantee’s 
property  management  system  defines 
nonexpendable  personal  property  in 
terms  which  include  a  broader  range  of 
property,  i.e.,  $100  per  unit  cost  and 


Federal  Register  /  Vol.  45,  No.  43  /  Monday,  March  3,  1980  /  Notices 


13925 


encompasses  all  items  which  would  be 
so  classified  in  the  above  definition,  a 
grantee/subgrantee  may  continue  to  use 
its  own  criteria. 

d.  Expendable  Personal  Property. 
Expendable  personal  property  refers  to 
all  tangible  personal  property  other  than 
nonexpendable  property. 

86.  Standards  for  Property 
Management. — a.  Acquisition.  All 
grantees/subgrantees  are  required  to  be 
prudent  in  the  acquisition  and 
management  of  equipment  with  grant 
funds.  Expenditures  of  grant  funds  for 
the  acqmsition  of  new  equipment,  when 
suitable  equipment  required  for  the 
successful  execution  of  project  is 
already  available  within  the  grantee  or 
subgrantee  organixation,  will  be 
considered  unnecessary  expenditures. 

b.  Screening.  Careful  screening  should 
take  place  before  acquiring  equipment  in 
order  to  ensure  that  it  is  needed  and  that 
the  need  cannot  be  met  with  equipment 
already  in  the  possession  of  the  grantee/ 
subgrantee  organixation.  While  there  is 
no  prescribed  standard  for  such  review, 
grantee/subgrantee  procedures  might 
well  establish  levels  of  review 
dependent  on  factors  such  as  the  cost  of 
the  proposed  equipment  and  the  sixe  of 
the  grantee  or  sub^antee  organixation. 
The  establishment  of  a  screening 
committee  may  facilitate  the  process; 
however,  a  grantee  or  subgrantee  may 
utilixe  other  management  techniques 
which  it  finds  effective  as  a  basis  for 
determining  that  the  equipment  is 
needed  and  that  it  is  not  already 
available  within  the  grant  recipient’s 
organization. 

c.  Grant  Review  Responsibilities. 
Grantor  agency  program  monitors  and 
CJC  grant  reviewers  must  ensure  that 
the  screening  referenced  above  takes 
place  and  that  the  grantee/subgrantee 
has  an  effective  system  for  equipment 
management.  Grantees  and  subgrantees 
should  be  informed  that  if  the  grantor 
agency  is  made  aware  that  the  grantee 
or  subgrantee  does  not  employ  an 
adequate  equipment  management 
system,  grant  costs  associated  with  the 
acquisition  of  the  equipment  may  be 
disallowed. 

d.  Loss,  Damage  or  Theft  of 
Nonexpendable  Property.  Grantees/ 
subgrantees  are  responsible  for 
replacing  or  repairing  equipment  which 
is  willfully  or  negligently  lost,  stolen, 
damaged  or  destroyed.  Any  loss, 
damage,  or  theft  of  nonexpendable 
property  must  be  investigated  and  fully 
documented  and  made  part  of  the 
official  grant  records. 

e.  Accounting  Requirements. 
Grantees/subgrantees  are  required  to 
maintain  a  readily  identifiable  inventory 
of  property  ($1,000  or  more]  purchased 


in  whole  or  in  part  with  grantor  agency 
funds.  This  inventory  is  to  be  made  a 
part  of  the  grantee’s  official  records  and 
must  be  available  for  review  by 
authorized  Federal  and  State  personnel. 
In  addition,  the  CJC  must  ensure  that  an 
inventory  of  property  ($1,000  or  more) 
purchased  in  whole  or  in  part  with 
grantor  agency  funds,  which  it 
subgrants,  is  maintained. 

f.  Record  Keeping  Requirements. 
Grantees/subgrantees  are  requried  to 
maintain,  as  part  of  the  financial  records 
of  the  grant  or  subgrant,  the  following 
types  of  property  management  records 
for  all  property  acquired  in  whole  or  in 
part  with  grantor  agency  funds.  The  CJC 
may  determine  at  which  level,  CJC  or 
subgrantee,  records  shall  be  maintained 
for  subgrant  property.  At  a  minimum, 
property  management  records  must 
meet  the  following  requirements: 

(1)  Records  must  contain  copies  of 
purchase  orders  and  invoices. 

(2)  The  records  must  include  an 
inventory  control  listing  for 
nonexpendable  property  and  the  list 
must  be  kept  current.  The  system  may 
be  manual  or  automated,  centralized  or 
decentralized;  however,  the  records 
must  identify: 

(a)  Item  description. 

(b)  Source  of  property. 

(c)  Manufactiu*er’s  serial  number  and, 
if  applicable,  a  control  number. 

(d)  Grantor  agency  funded  cost  equity 
at  time  of  acquisition. 

(e)  Acquisition  date  and  cost 

(f)  Location,  use  and  condition  of 
property. 

(g)  Ultimate  disposition  data  including 
sale  price  or  the  method  used  to 
determine  current  fair  market  value. 

(3)  A  physical  inventory  of  property 
($1,000  or  more)  shall  be  taken  and  the 
results  reconciled  with  the  property 
record  at  least  once  every  two  years  to 
verify  the  existence,  current  utilization 
and  continued  need  for  the  property.  If 
the  CJC  determines  that  property 
management  records  shall  be 
maintained  by  the  subgrantees  and  that 
the  subgrantee  shall  perform  the 
physical  inventory  of  property,  the 
results  of  the  inventory  must  be 
forwarded  to  the  CJC  for  review  and 
concurrence.  These  records  shall 
become  part  of  the  official  grant  file  of 
the  CJC. 

(4)  A  control  system  shall  be  in  effect 
to  ensure  adequate  safeguards  to 
prevent  loss,  damage  or  theft  to  the 
property.  Any  loss,  damage  or  theft  of 
nonexpendable  property  shall  be 
investigated,  fully  documented  and 
made  part  of  the  official  grant  file. 

(5)  Adequate  maintenance  procedures 
shall  be  established  to  keep  the  property 
in  good  condition. 


(6)  Proper  sales  procedures  shall  be 
established  for  unneeded  property 
which  would  provide  for  competition  to 
the  maximum  extent  practicable  and 
result  in  the  highest  possible  return. 

g.  Retention  Period.  Records  for 
nonexpendable  property  which  has  been 
acquired  in  whole  or  in  part  with 
Federal  grant  funds  must  be  retained  for 
three  years  after  final  disposition  of  the 
nonexpendable  property. 

87.  Intangible  Personal  Property. — a. 
Patents,  Patent  Rights,  and  Inventions. 

If  any  grant  project  produces  patents, 
patent  rights,  or  inventions  in  the  course 
of  work  aided  by  Federal  grant  of  CJC 
subgrant  funds,  such  facts  must  be 
promptly  and  fully  reported  to  the 
grantor  agency.  'Hie  grantor  agency  will 
determine  whether  protection  of  such 
invention  or  discovery  (including  rights 
under  any  patents  issued  thereon)  shall 
be  disposed  of  and  administered  in 
order  to  protect  the  public  interest 
consistent  with  “Government  Patent 
Policy”  (President’s  Memorandum  for 
Heads  of  Executive  Departments  and 
Agencies,  August  23, 1971,  and 
statement  of  Government  Patent  Policy 
as  printed  in  36  P.R.  16889). 

b.  Copyrights  and  Copyrightable 
Material.  Where  the  Federal  grant  or 
CJC  subgrant  results  in  a  book  or  other 
copyrightable  material,  the  author, 
grantee  or  subgrantee  is  fi-ee  to 
copyright  the  work,  but  the  grantor 
agency  reserves  as  a  royalty,  free, 
nonexclusive  and  irrevocable  licence  to 
produce,  publish,  or  otherwise  use,  and 
authorize  others  to  use,  the  work  for 
government  purposes. 

88.  Standards  and  Procedures 
Governing  Ownership,  Use  and 
Disposition  of  Property.  The  following 
requirements  concerning  property 
control  and  management  are  applicable 
to  all  recipients  of  Federal  funds. 

a.  Real  Property  Acquired  With 
Block,  Part  DorJJ  Formula  Funds.  (1) 
Land  Acquisition.  Block,  Part  D  or  JJ 
formula  funds  shall  not  be  used  for  land 
acquisition. 

(2)  Use  of  Real  Property.  The  CJC  and 
its  subgrantees  may  use  real  property 
acquired  in  whole  or  in  part  with 
Federal  funds  for  the  authorized  purpose 
of  the  original  grant  as  long  as  needed 
whether  or  not  the  program  or  project 
continues  to  be  supported  by  Federal 
funds. 

(3)  Disposition.  Initially,  title  to  and 
accountability  for  real  property  acquired 
in  whole  or  in  part  with  block  and 
formula  funds  is  vested  either  in  the 
grantee  or  the  subgrantee.  Upon 
completion  of  the  subgrant  project, 
subgrantees  shall  submit  a  final 
expenditure  report  which  should 
identify  real  property  acquired  in  whole 
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or  in  part  with  block  or  formula  funds. 
Upon  receipt  and  review  of  the  final 
expenditure  report.  CJCs  must  formally 
advise  subgrantees,  within  90  days  after 
receipt  of  the  final  expenditiue  report,  of 
the  determination  it  has  made  relative  to 
the  use  of  the  real  property.  In  making 
this  determination,  CJCs  may  exercise 
one  of  two  options.  TTiey  may: 

(a)  Permit  the  subgrantee  to  retain  the 
property  acquired  with  Federal  funds  as 
long  as  there  is  a  need  for  the  property 
to  accomplish  the  purpose  of  the 
program  or  project,  whether  or  not  the 
program  or  project  continues  to  be 
supported  by  Federal  funds,  provided 
that  the  use  of  such  property  is 
consistent  with  those  objectives 
authorized  for  support  by  the  CJC. 

(b)  Direct  the  real  property  to  be 
transferred  to  other  subgrantees  or  a 
criminal  justice  activity  needing  the 
property,  provided  that  use  of  such  real 
property  is  consistent  with  those 
objectives  authorized  for  support  by  the 
CJC. 

(cj  Return  all  real  property  Furnished 
or  Purchased  wholly  with  Federal  funds 
to  the  control  of  the  grantor  agency.  In 
the  case  of  real  property  purchased  in 
part  with  Federal  funds,  the  subgrantee 
of  such  real  property  may  be  permitted 
to  retain  title  upon  compensating  the 
grantor  agency  for  its  fair  share  of  the 
property.  The  Federal  share  of  the 
property  shall  be  computed  by  applying 
the  percentage  of  the  Federal 
participation  in  the  total  cost  of  the 
program  for  which  the  property  was 
acquired,  to  the  current  fair  market 
value  of  the  property.  In  those  instances 
wherein  the  subgrantee  does  not  wish  to 
purchase  real  property  purchased  in  part 
with  Federal  fimds,  disposition 
instructions  shall  be  obtained  fi'om  the 
grantor  agency. 

b.  Real  Property  Acquired  with  ^ 
Categorical  Funds  shall  be  subject  to  the 
same  principles  and  standards  as 
outlined  in  paragraph  88a  with  the 
exception  that  grantees  must  request  the 
disposition  instructions  fi'om  the  grantor 
agency. 

c.  Nonexpendable  Personal  Property 
Acquired  With  Block,  Part  Dor  JJ 
Formula  Funds.  When  nonexpendable 
personal  property  is  acquired  in  whole 
or  in  part  with  block.  Part  D  or  JJ 
formula  funds,  title  will  not  be  taken  by 
the  Federal  government  but  shall  be 
vested  either  in  the  CJC  or  its 
subgrantees.  Said  vestment  of 
ownership  is  subject  to  the  following 
restrictions  on  the  use  of  disposition  of 
the  property. 

(1)  Grant  Completion.  Upon 
completion  of  the  subgrant  project,  each 
subgrantee  must  submit  a  final 
expenditure  report  which  should 


identify  property  purchased  in  whole  or 
in  part  with  blocl^  Part  D  or  JJ  formula 
fimds.  Upon  receipt  and  review  of  the 
final  expenditure  report,  the  CJC  shall 
formally  advise  the  subgrantee  within  90 
days  of  the  determination  it  has  made 
relative  to  the  use  of  nonexpendable 
property.  In  this  respect,  the  CJC  may 
exercise  one  of  two  options.  It  may; 

(aj  Permit  the  subgrantee  that 
purchased  the  nonexpendable  property 
to  retain  sucji  property,  provided  that 
the  subgrantee  makes  written  assurance 
that  it  will  use  the  property  in  the 
criminal  justice  system  consistent  with 
those  objectives  authorized  for  support 
by  the  CJC. 

(b)  Permit  the  nonexpendable 
property  to  be  transferred  to  other  '' 
subgrantees  needing  the  property, 
provided  that  these  recipients  make 
written  assurance  that  they  will  use  the 
property  in  the  criminal  justice  system 
consistent  with  those  objectives 
authorized  for  support  by  the  CJC. 

(2)  Use  of  Nonexpendable  Property. 
CJC  may  permit  subgrantees  of 
nonexpendable  property  purchased  in 
whole  or  in  part  wi^  block.  Part  D  or  JJ 
formula  funds  to  use  such  property  in 
the  following  order  of  priority: 

(a)  In  the  subgrant  project  as  long  as 
there  is  a  need  for  the  property  to 
accomplish  the  purpose  of  the  project, 
whether  or  not  the  project  continues  to 
be  supported  by  Federal  funds. 

(b)  In  order  CJC  or  grantor  agency 
funded  projects  requiring  the  use  of  such 
property. 

(c)  In  grants  of  other  Federal  agencies 
needing  the  property. 

(d)  In  other  criminal  justice  activities 
needing  the  property,  provided  that 
these  activities  are  consistent  with  those 
authorized  for  support  by  the  CJC. 

(3)  Disposition.  When  a  subgrantee  of 
nonexpendable  property  purchased  in 
whole  or  in  part  with  block.  Part  D  or  JJ 
formula  funds  no  longer  has  need  for  die 
property  in  any  of  its  Federal  grant 
programs,  projects,  or  criminal  justice 
activities,  the  property,  with  the 
concurrence  of  the  CJC,  may  be  used  for 
its  own  official  activities  in  accordance 
with  the  following  standards. 

(a)  Nonexpendable  property  with  a 
unit  of  acquisition  cost  of  less  than 
$1,000.  The  subgrantee  may  use  the 
property  without  reimbursement  to  the 
CJC  or  the  grantor  agency  or  sell  the 
property  and  retain  the  proceeds. 

(b)  Nonexpendable  property  with  a 
unit  acquisition  cost  of  $1,000  or  more. 

1.  The  CJC  may  permit  the  subgrantee 
to  retain  the  property  for  other  uses 
provided  compensation  is  made  to  the 
CJC.  The  amount  of  compensation  shall 
be  computed  by  applying  the  percentage 
of  Federal  participation  in  the  cost  of  ^e 


of  the  original  CJC  block.  Part  D  or  JJ 
formula  program  under  which  the 
subgrant  was  funded  to  the  current  fair 
market  value  of  the  property. 

2.  The  CJC  may  instruct  the 
subgrantee  to  ship  the  property 
elsewhere.  The  subgrantee  shall  be 
reimbursed  by  the  beneficiary  with  an 
amoimt  which  is  computed  by  applying 
the  percentage  of  the  subgrantee’s 
participation  in  the  cost  of  the  block, 
part  D  or  JJ  formula  program  under 
which  the  subgrant  was  funded  to  the 
current  fair  market  value  of  the 
property,  plus  any  reasonable  storage 
cost  incurred. 

3.  The  CJC  may  instruct  the 
subgrantee  to  sell  the  property  and 
reimburse  the  CJC  an  amount  which  is 
computed  by  applying  the  percentage  of 
Federal  participation  in  the  cost  of  the 
original  block.  Part  D  or  JJ  formula 
program  under  which  the  subgrant  was 
funded  to  the  current  fair  market  value 
of  the  property.  The  subgrantee  is 
permitted  to  retain  $100  or  ten  (lOj 
percent  of  the  proceeds,  whichever  is 
greater,  for  selling  and  handling 
expenses. 

4.  Refunds  fi'om  the  sale  or  purchase 
of  property  may  be  retained  by  the  CJC 
and  used  for  program  purposes  when  the 
sale  or  purchase  of  property  occurs 
during  die  period  of  award  of  the  block. 
Part  D  or  JJ  formula  grant  under  which 
the  property  was  purchased.  If  the  sale 
or  purchase  of  property  occurs  after  the 
termination  date  of  the  grant,  the 
proceeds  of  the  sale  or  purchase  must  be 
returned  to  the  grantor  agency  for 
forwarding  to  Treasury  for 
miscellaneous  income. 

5.  When  the  CJC  determines  that 
nonexpendable  property  with  an 
acquisition  cost  of  $1,000  or  more  is 
imique,  difficult  or  costly  to  replace,  the 
CJC  may  reserve  the  right  to  require  the 
subgrantee  to  transfer  the  property  to 
the  control  of  the  CJC  or  directly  to  a 
third  party  named  by  the  CJC  when  such 
third  party  is  otherwise  eligible  under 
existing  regulations.  Such  reservations 
shall  ensure  that  the  property  is 
appropriately  identified  in  the  CJC  grant 
agreement  or  otherwise  made  known  to 
the  subgrantee,  and  that  the  CJC  issues 
disposition  instructions  within  90 
calendar  days  after  the  end  of  the  CJC 
support  of  the  project  for  which  it  was 
acquired. 

d.  Nonexpendable  Personal  Property 
Acquired  Under  Categorical  Grants  by  a 
Government  Agency,  Educational 
Institution  or  Hospital.  When 
nonexpendable  personal  property  is 
acquired  by  governmental  grantees, 
educational  institutions,  hospitals,  and 
non-profit  organizations,  in  whole  or  in 
part  with  grantor  agency  categorical 
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funds,  title  will  not  be  taken  by  the 
Federal  government,  but  shall  be  vested 
in  the  grantee  subject  to  the  following 
restrictions  on  use  and  disposition  of  the 
property: 

(1)  Use.  The  grantee/subgrantee  shall 
use  the  property  in  the  project  for  which 
it  was  acquired  as  long  as  there  is  a 
need  for  the  property  to  accomplish  the 
purpose  of  the  project  whether  or  not 
the  project  continues  to  be  supported  by 
Federal  funds.  When  no  longer  needed 
for  the  original  project,  the  grantee/ 
subgrantee  shall  use  the  property  in 
connection  with  its  other  Federally 
assisted  programs  in  the  following  order 
of  priority. 

(a)  Other  grants  of  the  grantor  agency 
needing  the  property. 

(b)  Grants  of  a  CjC  needing  the 
property. 

(c)  Grants  of  other  Federal  agencies 
needing  the  property. 

(2)  Disposition.  When  the  grantee/ 
subgrantee  no  longer  needs  the  property 
as  provided  in  paragraph  88d(l],  the 
property  may  be  used  for  other  activities 
of  the  grantee  in  accordance  with  the 
following  standards: 

(a)  Nonexpendable  property  with  a 
unit  acquisition  cost  of  less  than  $1,000. 
The  grantee/subgrantee  may  retail  the 
property  for  its  own  use  without 
reimbursement  to  the  Federal 
government  or  sell  the  property  and 
retain  the  proceeds. 

(b)  Nonexpendable  property  with  a 
unit  acquisition  cost  of  $1,000  or  more. 
The  grantee/subgrantee  may  retain  the 
property  for  other  uses  provided  that 
compensation  shall  be  computed  by 
applying  the  percentage  of  grantor 
agency  participation  in  the  cost  of  the 
original  project  to  the  current  fair 
market  value  of  the  property.  If  the 
grantee/subgrantee  has  no  need  for  the 
property,  he  shall  request  disposition 
from  the  component  of  the  grantor 
agency  which  administers  the  grant. 

(c)  Grantor  agency  action.  Upon 
receipt  of  notiHcation  from  a  grantee/ 
subgrantee  that  it  has  no  need  for 
nonexpendable  property  with  a  unit 
acquisition  cost  of  $1,000  or  more,  the 
component  of  the  grantor  agency  which 
administers  the  grant  shall  use  one  of 
the  following  options: 

1.  It  may  instruct  the  grantee/ 
subgrantee  to  ship  the  property  to  other 
agencies  needing  the  property.  The 
grantee/subgrantee  shall  be  reimbursed 
by  the  beneHciary  with  an  amount 
which  is  computed  by  applying  the 
percentage  of  the  grantee’s/subgrantee's 
participation  in  the  cost  of  the  project  to 
the  current  fair  market  value  of  the 
property,  plus  any  reasonable  shipping 
and  storage  costs  incurred. 


2.  It  may  instruct  the  grantee/ 
subgrantee  to  sell  the  property  and 
reimburse  the  grantor  agency  an  amount 
which  is  computed  by  applying  the 
percentage  of  Ferderal  participation  in 
the  cost  of  the  project  to  the  current  fair 
market  value  of  the  property.  The 
grantee/subgrantee  is  permitted  to 
retain  $100  or  ten  (10)  percent  of  the 
proceeds,  whichever  is  greater  for 
selling  and  handling  expenses. 

3.  When  the  grantor  agency 
determines  that  nonexpendable  property 
with  an  acquisition  cost  of  $1,000  or 
more  is  unique,  difficult  or  costly  to 
replace,  the  grantor  agency  may  reserve 
the  right  to  require  the  grantee/ 
subgrantee  to  transfer  property  to  the 
control  of  the  grantor  agency  or  directly 
to  a  third  party  named  by  the  grantor 
agency  when  such  third  party  is 
otherwise  eligible  under  existing 
regulations.  Such  reservations  shall 
ensure  that  the  property  is  appropriately 
identified  in  the  grant  agreement  or 
otherwise  made  known  to  the  grantee/ 
subgrantee,  and  that  the  grantor  agency 
issues  disposition  instructions  within  90 
calendar  days  after  the  termination  date 
of  the  project  for  which  it  was  acquired. 

4.  Ninety  (90)  days  prior  to  the  end 
date  of  the  grant,  the  grantor  agency 
project  monitor  shall  require  the  grantee 
to  submit  a  listing  of  all  nonexpendable 
property  purchased  for  the  project. 
Information  provided  in  this  listing  shall 
indicate  item  description,  date  of 
purchase  of  the  property,  condition 
(serviceability)  of  the  property  and  total 
cost  of  the  property.  This  information 
shall  be  made  a  part  of  the  official  grant 
nie.  Property  purchased  after 
submission  of  the  listing  must  also  be 
reported  using  the  format  previously 
described. 

e.  Replacement  of  Property.  When  an 
item  of  nonexpendable  personal 
property  with  an  acquisition  cost  of 
$1,000  or  more  is  no  longer  efficient  or 
serviceable  but  the  grantee/subgrantee 
continues  to  need  the  property  in  its 
criminal  justice  system,  the  grantee/ 
subgrantee  may  replace  the  property 
through  trade-in  or  sale  and  purchase  of 
new  property,  provided  the  following 
requirements  are  met: 

(1)  Similar  Function.  Replacement 
property  must  serve  the  same  function 
as  the  original  property  and  must  be  of 
the  same  nature  or  character,  although 
not  necessarily  of  the  same  grade  or 
quality. 

(2)  Credits.  Value  credited  for  the 
property,  if  the  property  is  traded  in, 
must  be  related  to  its  fair  market  value. 

(3)  Time.  Purchase  of  replacement 
property  must  take  place  soon  enough 
after  the  sale  of  nonexpendable  property 


to  show  that  the  sale  and  the  purchase 
are  related. 

(4)  Compensation.  Replacement  of 
property  under  this  paragraph  is  not  a 
disposition  of  such  property.  The 
grantee/subgrantee  is  not  required,  at 
the  time  of  replacement,  to  compensate 
the  Federal  government  for  the  Federal 
share  of  the  property;  rather,  the  Federal 
share  shall  be  applied  to  the 
replacement  cost  of  the  property.  The 
replacement  property  shall  be  subject  to 
the  same  instructions  on  use  and 
disposition  as  the  property  replaced. 

(5)  Calculation  of  Federal  Share.  The 
Federal  share  of  the  replacement 
property  shall  be  calculated  as  follows: 

(a)  The  proceeds  from  the  sale  of  the 
original  property  or  the  amount  credited 
for  trade-in  shall  be  multiplied  by  the 
Federal  share  (percentage)  to  produce  a 
dollar  amount. 

(b)  The  percentage  of  the  dollar 
amount  to  the  total  purchase  price  of  the 
replacement  property  shall  be  the 
Federal  share  of  the  replacement 
property. 

(6)  Prior  Approval.  Subgrantees  of 
block  grant  funds  must  obtain  the 
written  permission  of  tlie  CjC  to  use  the 
provisions  of  this  paragraph  prior  to 
entering  into  negotiation  for  the 
replacement  or  trade-in  of 
nonexpendable  property.  Where  the  CJC 
is  the  co-applicant  for  categorical  funds, 
the  “implementing  agency”  shall  also 
obtain  prior  approval  from  the  CJC. 

89.  Reserved. 

Chapter  7. — ^Additional  Grant 
Requirements 

90.  General.  This  chapter  sets  forth 
additional  administrative  standards  to 
be  used  by  grantees/subgrantees  in 
administering  grant  funds. 

91.  Printing.  The  term  printing  shall  be 
construed  to  include  and  apply  to  the 
process  of  composition,  plate-making, 
presswork,  binding,  and  microHlm;  the 
equipment  as  classified  in  the  tables  in 
Title  II  of  the  Government  Printing  and 
Binding  Regulations,  published  by  the 
Joint  Committee  on  Printing,  Congress  of 
the  United  States,  and  as  used  in  such 
processes,  or  the  end  items  produced  by 
such  processes  and  equipment.  Pursuant 
to  the  Government  Printing  and  Binding 
Regulations,  no  project  may  be  awarded 
primarily  or  substantially  for  the 
purpose  of  having  material  printed  for 
the  grantor  agency.  The  Government 
Printing  and  Binding  Regulations  allow: 

a.  Issuance.  The  issuance  of  a  project 
for  the  support  of  nongovernmental 
publications,  provided  such  projects 
were  issued  pursuant  to  an 
authorization  of  law  and  were  not  made 
primarily  or  substantially  for  the 
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purpose  of  having  material  printed  for 
the  grantor  agency. 

b.  Publications.  The  publication  of 
findings  by  grantees/subgrantees  within 
the  terms  of  their  project  provided  that 
such  publication  is  not  primarily  or 
substantially  for  the  purpose  of  having 
such  findings  printed  for  the  grantor 
agency. 

c.  Initiation.  The  initiation  of  the 
procurement  of  writing,  editing, 
preparation  of  related  illustration 
material  from  grantees/subgrantees  or 
the  internal  printing  requirements  of  the 
grantee/subgrantee  necessary  for 
compliance  with  the  terms  of  the 
project.  However,  the  printing  of  such 
material  for  the  Government  must  be 
accomplished  in  accordance  with 
printing  laws  and  regulations. 

d.  Duplication.  A  requirement  for  a 
grantee/subgrantee  to  duplicate  less 
than  5,000  units  of  only  one  page,  or  less 
than  25,000  imits  in  the  aggregate  of 
multiple  pages  of  its  Hndings  for  the 
grantor  agency  will  not  be  deemed  to  be 
printing  primarily  or  substantially  for 
the  grantor  agency  (e.g.,  5,000  copies  of 
50  pages,  etc.).  For  the  purpose  of  this 
paragraph,  such  pages  may  not  exceed  a 
maximum  image  size  of  10%  by  14% 
inches. 

e.  Production.  A  requirement  for  a 
grantee/subgrantee  to  produce  less  than 
250  duplicates  from  original  microfilm 
will  not  be  deemed  to  be  printing 
primarily  or  substantially  for  the  grantor 
agency.  Microfilm  is  deHned  as  one  roll 
of  microfilm  100  feet  in  length  or  one 
microfiche. 

92.  Publicity.  Project  Directors  should 
be  encouraged  to  make  the  results  and 
accomplishments  of  their  activities 
available  to  the  public.  Prior  grantor 
agency  approval  is  not  needed  for 
publishing  the  results  of  an  activity 
under  a  project.  Responsibility  for  the 
direction  of  the  activity  should  not  be 
ascribed  to- the  grantor  agency. 

However,  an  acknowledgement  of 
support  must  be  made  through  use  of  the 
following  or  comparable  footnote: 

This  project  was  supported  by  Grant 
No. .  .  .  awarded  by  the  Law 
Enforcement  Assistance  Administration 
(LEAA)  and/or  Office  of  Justice 
Assistance,  Research,  and  Statistics 
(OJARS).  The  contents  do  not 
necessarily  reflect  the  views  and 
policies  of  the  LEAA  and/or  OJARS. 

93,  Copyright.  Except  as  otherwise 
provided  in  the  conditions  of  the  award, 
the  author  is  free  to  arrange  for 
copyright  without  approval  when 
publication  or  similar  materials  are 
developed  from  work  under  a  grantor 
agency  supported  project.  Any  such 
copyrighted  materials  shall  be  subject  to 
the  Government’s  right  to  reproduce 


them,  translate  them,  publish  them,  use 
and  dispose  of  them,  and  to  authorize 
others  to  do  so  for  Government 
purposes.  In  addition,  communications 
in  primary  scientific  or  professional 
journals  publishing  initial  reports  or 
research  or  other  activities  supported  in 
whole  or  in  part  by  grantor  agency 
project  funds  may  be  copyrighted  by  the 
journal  with  the  understanding  that 
individuals  are  authorized  to  make  or 
have  made  by  any  means  available  to 
them,  without  regard  to  the  copyTight  of 
the  journal,  and,  without  royalty,  a 
single  copy  of  any  such  article  for  their 
own  use. 

94.  Conflict  of  Interest.  Personnel  and 
other  officials  connected  with  grantor 
agency  funded  programs  shall  adhere  to 
the  requirements  given  below: 

a.  Advice.  No  official  or  employee  of  a 
State  or  unit  of  local  government  or  of 
non-government  grantees/subgrantees 
shall  participate  personally  through 
decision,  approval,  disapproval, 
recommendation,  the  rendering  of 
advice,  investigation,  or  otherwise  in 
any  proceeding,  application,  request  for 
a  ruling  or  other  determination,  contract, 
grant,  cooperative  agreement,  claim, 
controversy,  or  other  particular  matter 
in  which  grantor  agency  funds  are  used, 
where  to  his  knowledge  he  or  his 
immediate  family,  partners,  organization 
other  than  a  public  agency  in  which  he 
is  serving  as  officer,  director,  trustee, 
partner,  or  employee  or  any  person  or 
organization  with  whom  he  is 
negotiating  or  has  any  arrangement 
concerning  prospective  employment,  has 
a  financial  interest. 

b.  Appearance.  In  the  use  of  grantor 
agency  project  funds,  officials  or 
employees  of  State  or  local  units  of 
government  and  nongovernmental 
grantees/subgrantees  shall  avoid  any 
action  which  might  ret.ult  in,  or  create 
the  appearance  of: 

(IJ  Using  his  or  her  official  position  for 
private  gain; 

(2J  Giving  preferential  treatment  to 
any  person; 

(3J  Losing  complete  independence  or 
impartiality; 

(4)  Making  an  official  decision  outside 
official  channels;  or 

(5J  Affecting  adversely  the  confidence 
of  the  public  in  the  integrity  of  the 
Government  or  the  program. 

95.  Termination  of  categorical 
Projects.  The  grantor  agency’s  right  to 
terminate  any  project  will  normally  be 
exercised  only  where  it  has  reason  to 
believe  that  the  grantee/subgrantee  is 
mishandling  project  funds  or  is  unable 
to  carry  out  the  project  properly  or 
where  anticipated  continuation  funds 
become  unavailable.  In  the  event  that 
the  project  is  terminated,  the  grantor 


agency  will  notify  the  grantee  in  writing 
of  its  decision,  specify  the  reasons 
therefore,  and  accord  the  grantee/ 
subgrantee  a  reasonable  time  to 
terminate  project  operations  or  seek 
support  from  other  sources.  A  project 
which  is  prematurely  terminated  will  be 
subject  to  the  same  requirements 
regarding  audit,  recordkeeping,  and 
submission  of  reports  as  a  project  which 
runs  for  the  duration  of  the  project 
period.  Refer  to  28  CFR  Part  18  for 
appeals  rights  in  event  of  termination. 

96.  Changes  in  Categorical  Projects. 
All  requests  for  programmatic  and/ or 
administrative  budget  changes  must  be 
handled  in  a  timely  manner  by  the 
grantee/subgrantee  in  coordination  with 
the  grantor  agency.  All  requests  for 
changes  from  the  approved  grant  should 
be  carefully  reviewed  for  both 
consistency  with  this  manual  and  their 
contribution  to  project  goals  and 
objectives. 

a.  Types  of  Project  Changes.  In 
addition  to  changes  addressed  in 
paragraphs  29d  and  66,  there  are  several 
types  of  project  changes  and/or 
modifications  which  require  formal 
approval  of  the  grantor  agency. 
Examples  of  such  changes  are: 

(IJ  Clmnge  in  projegt  site; 

(2)  Changes  which  ihcrease  or 
decrease  the  total  cost  of  the  project; 

(3J  Change  in  or  temporary  absence  of 
the  project  manager/director; 

(4J  Transfer  of  Project; 

(5)  Successor  in  interest  and  name 
change  agreements; 

(6J  Transfer  for  contracting  of  project 
requiring  prior  approval; 

(7J  Addition  of  an  item  to  the  project 
budget  requiring  prior  approval; 

(8J  Change  of  grant  manager; 

(9)  Special  conditions  attainment,  if 
required. 

b.  Notification.  All  grantees  must  give 
prompt  notification  in  writing  to  the 
grantor  agency  of  events  or  proposed 
changes  which  may  require  an 
adjustment/notification  such  as  those 
set  forth  in  paragraphs  29d,  66  and  97a. 

In  requesting  an  adjustment,  the  grantee 
must  set  forth  the  reasons  and  basis  for 
the  proposed  change  and  any  other  data 
deemed  helpful  for  grantor  agency 
review. 

97.  CJC  Supervision  and  Monitoring 
Responsibility  for  Categorical  • 
Projects. — a.  CJCs  are  responsible  for 
supervising  and  monitoring  only  those 
projects  which  have  been  awarded  to 
them. 

b.  When  it  is  the  grantee,  the  CJC  has 
the  responsibility  for  assuring  proper 
administration  of  categorical  subgrants 
including  responsibility  for: 
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(1)  Proper  conduct  of  the  Hnancial 
affairs  of  any  subgrantee  or  contractor 
insofar  as  they  relate  to  programs  or 
projects  for  which  categorical  projects 
funds  have  been  made  available;  and, 

(2)  Default  in  which  the  CJC  may  be 
held  accountable  for  improper  use  of 
grant  funds. 

c.  The  CJC  should  incorporate 
categorical  grants  into  its  system  for 
subgrant  monitoring  and  supervision 
and,  to  the  extent  appropriate  and 
consistent  with  the  grantor  agency 
guidelines,  use  the  same  procedures  for 
supervision  of  categorical  subgrants  as 
are  used  with  block  subgrants. 

d.  Subgrantees  have  the  authority  to 
transfer,  between  direct  cost  object 
class  budget  categories,  the  cumulative 
amount  of  up  to  5  percent  of  the  project 
budget  (Federal  and  non-Federal  funds) 
for  project  budgets  in  excess  of  $100,000. 

e.  The  CJC  has  the  authority  to  make 
the  changes  listed  below,  provided  that 
the  CJC  informs  the  grantor  agency  in 
writing  of  the  request,  and  the  action, 
within  14  calendar  days  of  the  CJC 
action  and  prior  to  the  original  end  date 
of  the  project.  Exceptions  to  this 
authority  may  be  made,  but  will  be 
made  known  before  the  CJC  has  been 
made  the  grantee.  The  areas  where  CJCs 
may  make  changes  are: 

(1)  Any  cumulative  amount  of 
transfers  exceeding  the  limitations  set 
forth  in  paragraph  97d,  if  this  does  not 
alter  the  scope  or  objectives  of  the 
approved  project. 

(2)  Extensions  of  categorical  projects 
up  to  three  months  beyond  the  initial 
approved  duration,  not  to  exceed  a  total 
project  period  of  24  months. 

(3)  Other  minor  deviations  from 
categorical  projects  necessary  to  assure 
efficient  administration,  but  not 
including  departures  which  change  the 
scope  or  objectives  of  the  approved 
project  or  which  vary  from  the  project 
description  published  in  this  Manual. 

f.  Changes  exceeding  the  authority  of 
the  subgrantees  in  paragraph  97d,  or  the 
CJCs  in  paragraph  97e,  must  receive 
prior  approval  from  the  grantor  agency. 

g.  In  the  case  of  projects  for  which  the 
CJC  is  both  the  grantee  and  the 
implementing  agency,  prior  approval  for 
grant  extensions  in  paragraph  29d, 
project  changes  specifled  in  paragraph 
96a,  and  budget  changes  beyond  those 
specified  in  paragraph  97d,  must  be 
obtained  from  the  grantor  agency. 

98.  Financial  Evaluation  of 
Categorical  Project  Applications. — a. 
Financial  evaluation  of  project 
applications  involves  (1)  performing  a 
cost  analysis  of  each  project  application 
approved  for  funding  by  the  grantor 
agency  and  (2)  determining  the 
adequacy  of  the  applicant  institution’s 


accounting  system  to  insure  that  Federal 
funds,  if  awarded,  will  be  expended  in  a 
judicious  manner. 

b.  A  cost  analysis  is  the  process  of 
obtaining  cost  breakdowns,  verifying 
cost  data,  evaluating  speciHc  elements 
of  cost,  and  examining  data  to 
determine  the  necessity, 
reasonableness,  and  appropriateness  of 
the  proposed  cost.  The  form  and  extent 
of  such  an  analysis  will  be  determined 
by  the  grantor  agency. 

c.  Where  a  prospective  grantee  has 
held  no  prior  grantor  agency  or  cost- 
reimbursement  contracts,  the  applicant 
organization’s  accounting  system  must 
be  reviewed  prior  to  award  or  within  a 
reasonable  time  thereafter  to  assure  its 
adequacy  and  acceptability.  This  review 
will  also  apply  where  known  frnancial 
or  management  deficiencies  exist.  Such 
a  review  will  be  undertaken  by  or  at  the 
direction  of  the  grantor  agency.  The 
results  of  the  review  will  determine  the 
action  to  be  taken  by  the  grantor  hgency 
with  regard  to  the  award. 

99.  Subgranting  and  Contracting  of 
Categorical  Project-Supported  Effort. — 

a.  None  of  the  principal  activities  of  the 
project-supported  effort  shall  be 
subgranted  or  contracted  out  to  another 
organization  without  specific  prior 
approval  by  the  grantor  agency.  Where 
the  intention  to  award  subgrants  or 
contracts  is  made  known  at  the  time  of 
application,  this  approval  may  be 
considered  granted  if  these  activities  are 
funded  as  proposed. 

b.  All  such  arrangements  must  be 
formalized  in  a  contract  or  other  written 
agreement  between  the  parties  involved. 
The  contract  or  agreement  must,  at  a 
minimum,  state  the  activities  to  be 
performed,  the  time  schedule,  the  project 
policies  and  the  requirements  that  are 
applicable  to  the  subgrantee  contractor, 
or  other  secondary  recipient 
(“flowthrough”  requirements],  other 
policies  and  procedures  to  be  followed, 
the  dollar  limitation  of  the  agreement, 
and  the  cost  principles  to  be  used  in 
determining  what  costs,  both  direct  and 
indirect,  are  to  be  allowed.  The  contract 
or  other  written  agreement  must  not 
affect  the  grantee’s  overall 
responsibility  for  the  direction  of  the 
project  and  accountability  to  the 
Government. 

c.  This  sectian  applies  to  principal 
activities  of  a  project  but  does  not  apply 
to  contracts  within  a  project  for  the 
routing,  purchase  of  supplies,  materials, 
equipment,  or  general  support  services. 

100.  Close-Out  of  Categorical 
Projects. — a.  Definition.  Close-out  is  a 
process  in  which  the  grantor  agency 
determines  that  all  applicable 
administrative  actions  and  all  required 


work  of  the  grant  have  been  completed 
by  the  grantee  and  the  grantor  agency. 

b.  Grantee  Close-Out  Requirements. 
Within  90  days  after  the  end  date  of  the 
grant  or  any  approved  extension  thereof 
(revised  end  date]  the  following 
documents  must  be  submitted  by  the 
grantee  to  the  cantor  agency. 

(1]  Financial  Status  Report.  This 
FINAL  report  of  expenditures  must  have 
no  imliquidated  obligations  and  must 
indicate  the  exact  balance  of 
unobligated  funds.  Any  unobligated/ 
unexpended  funds  will  be  deobligated 
from  the  award  amoimt  by  the  grantor 
agency.  Grantees  on  a  check-issued 
basis,  who  have  drawn  down  funds  in 
excess  of  their  obligations/expenditures, 
shall  return  unused  funds  to  the  grantor 
agency  at  the  same  time  they  submit  the 
final  report. 

(2]  Final  Progress  Report.  This  report 
should  be  prepared  in  accordance  with 
instructions  provided  by  the  grantor 
agency. 

(3]  Final  Equipment  Inventory  Report. 
This  report  reflects  all  equipment 
purchased  with  grant  funds.  The 
equipment  inventory  should  include  a 
completed  description  of  the  equipment 
items,  original  dates  or  purchase, 
original  costs,  estimate  of  current  value 
and  condition  and  the  grantee’s 
recommendation  for  disposing  of  each 
item  of  equipment. 

(4]  Invention  Report.  All  inventions 
that  were  conceived  or  first  actually 
reduced  to  practice  during  the  course  of 
work  under  the  grant  project  must  be 
listed  on  this  report. 

101-104.  Reserved. 

Chapter  9. — Audit  Requirements 

105.  General. — a.  Purpose.  The 
purpose  of  this  chapter  is  to  identify  the 
responsibilities  for  the  auditing  of 
organizations  receiving  grantor  agency 
funds.  Its  intent  is  to  identify  grantor 
agency  policies  for  determining  the 
proper  and  effective  use  of  public  funds, 
rather  than  to  prescribe  detailed 
procedures  for  the  conduct  of  an  audit. 
Such  detailed  procedures  are  contained 
in  other  documents,  such  as  those 
referenced  in  paragraph  105f. 

b.  Audit  Responsibilities.  Pursuant  to 
Office  of  Management  and  Budget 
Circulars  A-102,  revised  “Uniform 
Administrative  Requirements  for 
Grants-in-Aid  to  State  and  Local 
Governments,”  Attachment  P,  and  A- 
110,  “Uniform  Administrative 
Requirements  for  Grants  and 
Agreements  with  Institutions  of  Higher 
Education,  Hospitals,  and  Other  Non- 
Profit  Organizations,”  Attachment  F, 
grantees  and  any  subgrantees  and 
subrecipients  have  the  responsibility  to 
provide  for  an  audit  of  their  activities. 
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These  audits  usually  will  be  made 
annually,  but  not  less  frequently  than 
every  two  years. 

c.  Requirements.  Grantees,  as  well  as 
their  subgrantees,  contractors  or  other 
organizations  under  cooperative 
agreements  of  purchase  or  service 
contracts  are  to  have  examinations  in 
the  form  of  audits  in  conformance  with 
OMB  Circulars  A-102,  Attachment  P, 
and  A-110,  Attachment  F,  as  applicable. 
These  examinations  shall  be  conducted 
in  accordance  with  the  General 
Accounting  Office  Standards  for  Audit 
of  Governmental  Organizations, 
Programs,  Activities  and  Functions,  the 
Guidelines  for  Financial  and 
Compliance  Audits  of  Federally 
Assisted  Programs  (Refer  to  OMB 
Circular  A-102),  and  generally  accepted 
auditing  standards  established  by  the 
American  Institute  of  Certified  Public 
Accountants.  Additionally,  these 
recipients  are  subject  to  other  periodic 
examinations  by  Federal  and  State  audit 
organizations. 

d.  Definition.  The  term  “audit”,  as 
defined  in  the  GAO  standards,  is  a 
systematic  review  or  appraisal  to 
determine  and  report  on  whether: 

(1)  Financial  operations  are  properly 
conducted; 

(2)  Financial  reports  are  presented 
fairly; 

(3)  Applicable  laws  and  regulations 
have  been  complied  with; 

(4)  Resources  are  managed  and  used 
in  an  economical  and  efficient  manner, 
and, 

(5)  Desired  results  and  objectives  are 
being  achieved  in  an  effective  manner. 

e.  The  above  elements  of  an  audit  are 
most  commonly  referred  to  as  financial/ 
compliance,  items  (1),  (2),  and  (3); 
economy /efficiency,  item  (4);  and 
program  results,  item  (5).  Collectively, 
they  represent  the  full  scope  of  an  audit 
and  provide  the  greatest  beneHt  to  all 
potential  users  of  audits.  In  developing 
audit  plans,  however,  the  audit  scope 
should  be  tailored  to  each  speciHc 
program  according  to  the  circumstances 
relating  to  the  program,  the  management 
needs  to  be  met,  and  the  capabilities  of 
the  audit  organizations.  Although  a 
financial  and  compliance  audit  is 
required,  it  is  the  grantor  agency  policy 
to  encourage  States  to  obtain  a  full 
scope  audit. 

f.  References.  The  requirements  for 
effective  accounting  systems  and 
financial  records,  which  will  facilitate 
both  program  management  and  auditing, 
are  contained  in  Chapter  4  of  this 
guideline  manual.  The  following 
directives,  regulations  and  reports 
provide  specific  information  regarding 
the  audit  of  grantees,  subgrantees  and 
contractors  under  grants  or  subgrants: 


(1)  LEAA  Guide  for  Financial  and 
Compliance  Audits  for  State  Planning 
Agencies,  Office  of  Audit  and 
Investigation,  September  1978. 

(2)  Distribution,  Resolution,  and 
Clearance  of  Audit  Reports,  G  7140.1 
(effective  edition). 

(3)  Reporting  of  Possible  LEAA  Fund 
Misuse,  Criminal  Activity,  Conflict  of 
Interest,  or  Other  Serious  Irregularities, 
G  7140.2  (effective  edition). 

(4)  Office  of  Management  and  Budget 
Circular  A-102,  (revision  dated  9/12/77), 
"Uniform  Administrative  Requirements 
for  Grants-in-Aid  to  State  and  Local 
Governments,”  Attachment  P,  (Refer  to 
appendix  3). 

(5)  Office  of  Management  and  Budget 
Circular  A-110,  dated  7/30/76),  Grants 
and  Agreements  with  Institutions  of 
Higher  Education,  Hospitals  and  Other 
Non-Profit  Organizations,  Attachment  F, 
(Refer  to  appendix  4). 

(6)  Standards  for  Audit  of 
Governmental  Organizations,  Programs, 
Activities  and  Functions,  U.S.  General 
Accounting  Office,  GOP  Stock  No.  020- 
000-00110-1. 

(7)  Guidelines  for  Financial  and 
Compliance  Audits  of  Federally 
Assisted  Programs,  U.S.  General 
Accounting  Office. 

(8)  Applicable  Grantor  Agency 
Legislation  (refer  to  Chapter  2  of  this 
guideline  manual). 

106.  Audit  Objectives.  Grants  and 
other  agreements  are  awarded  subject 
to  conditions  of  fiscal,  program  and 
general  administration  to  which  the 
recipient  expressly  agrees.  Accordingly, 
the  audit  objective  is  to  review  the 
recipient’s  administration  of  grant  funds 
and  required  non-Federal  contributions 
for  the  purpose  of  determining  whether 
the  recipient  has: 

a.  Established  an  accounting  system 
and  procedures  integrated  with 
adequate  internal  fiscal  and 
management  controls  to  provide  full 
accountability  over  the  recipient, 
expenditure  and  use  of  program  funds. 

b.  Expended  and  used  program  funds 
in  accordance  with  the  requirements  set 
forth  by  the  Acts,  the  grantor  agency, 
other  applicable  Federal  and  State  laws, 
regulations  and  procedures,  and  the 
terms  and  conditions  of  the  award. 

c.  Prepared  financial  reports 
containing  accurate,  reliable  and  useful 
financial  data,  which  are  fairly 
presented. 

d.  Managed  its  financial  operations  in 
accordance  with  sound  management 
practices. 

107.  Audits  of  the  CfC.  In  accordance 
with  OMB  Circular  A-102,  Attachment 
P,  and  grantor  agency  legislation,  the 
responsibility  for  providing  the  audit 


function  of  the  agency’s  grant  program  is 
with  the  State. 

a.  OMB  Circular  A-102 
Requirements. — (1)  An  audit 
examination  shall  be  conducted  with 
reasonable  frequency  on  a  continuing 
basis  or  at  scheduled  intervals,  usually 
annually  but  not  less  frequently  than 
every  two  years.  Audits  performed  of 
the  grant  programs  should  be  conducted 
in  accordance  with  the  standards 
normally  used  by  the  State  audit  agency 
or  independent  outside  auditor  and  the 
GAO  Standards  for  Audit  of 
Governmental  Organizations,  Programs, 
Activities  and  Functions. 

(2)  The  grantor  agency  encourages 
that  this  audit  be  performed  by  or  under 
the  direction  of  the  appropriate  State 
audit  organization.  Since  the  majority  of 
the  grantor  agency  funds  received  by  the 
CJC  are  awarded  to  and  expended  by 
subgrantees,  the  audit  of  the  CJC  must 
encompass  a  reasonable  volume 
(programs  and  dollars)  of  the  total 
planning  and  action  subgrants  awarded 
by  the  CJC.  To  lessen  the  cost  of  audit 
services  and  to  prevent  duplication  of 
effort,  the  State  audit  agency  or  outside 
independent  audit  organization 
performing  the  CJC  audit  should  review 
the  audit  work  which  has  been  arranged 
for  by  the  subgrantee  organizations 
(financial  and  compliance  audits)  and 
the  work  performed  by  the  State  under 
the  Acts  and  determine  its  adequacy 
and  relaibility.  Where  the  subgrant  audit 
work  is  acceptable,  the  scope  of  the  CJC 
audit  may  be  reduced  accordingly  and 
the  extent  of  reliance  placed  on  this 
audit  should  be  stated  in  the  scope  of 
the  CJC  audit  report. 

(3)  In  the  event  that  the  subgrant 
audits  are  not  adequate  or  reliable,  the 
audit  organization  performing  the  CJC 
audit  should  qualify  or  disclaim  their 
opinion  on  the  work.  In  those  cases 
where  the  audits  are  unacceptable,  the 
audit  organization  performing  the  CJC 
audit  should  expand  their  audit 
coverage  to  include  a  reasonable  sample 
of  subgrants.  However,  where  a  State 
audit  agency  does  not  have  the  authority 
to  perform  audits,  arrangements  will  be 
made  to  provide  supplemental  audit 
coverage  of  subgrants. 

b.  Implementation.  In  order  to 
accomplish  the  purpose  of  the  OMB 
Circular  A-102  requirements,  the  State 
will  specify  its  arrangements  for 
performing  the  audit  of  the  CJC  in  a 
formal  state  audit  plan.  This  would 
include  but  not  necessarily  be  limited  to, 
the  following: 

(1)  Audit  organizations  that  will 
conduct  the  audit  (if  other  than  the  State 
auditor,  describe  how  the  State  auditor 
will.be  involved); 
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(2)  Approximate  timing  of  when  the 
audit  will  be  performed; 

(3)  Audit  coverage  to  be  provided. 
Where  the  audit  will  not  provide  the 
coverage  requirements,  specified  in  this 
chapter,  the  audit  policy  must  describe 
the  specific  arrangements  for  obtaining 
audit  services  that  will  meet  the 
requirements; 

(4)  An  identification  of  the  audit 
standards,  if  any.  with  which  the  State 
will  not  comply  and  the  reasons  why  the 
State  cannot  comply  with  the  standard; 

(5)  Procedures  for  reporting  audit 
findings  and  conducting  exit  interviews; 
and, 

(6)  Audit  resolution  and  clearance 
policies  of  the  State. 

c.  Audit  Coverage.  The  Office  of 
Management  and  Budget  requires  that 
States  must  ensure  that  audits  are 
performed  to  determine,  at  a  minimum, 
the  fiscal  integrity  of  financial 
transactions  and  reports,  and  the 
compliance  with  laws,  regulations,  and 
administrative  requirements  governing 
the  grantor  agency  programs  (financial/ 
compliance  audit).  The  necessary 
coverage  is  specified  in  the  GAO 
Guidelines  for  Financial  and 
Compliance  Audits  of  Federally 
Assisted  Programs  and  the  related 
compliance  supplements  referenced  in 
paragraph  105f. 

d.  Reporting.  A  written  report  shall  be 
prepared  upon  completion  of  the  audit 
and  three  (3)  copies  furnished  to  the 
appropriate  grantor  agency’s  Office  of 
Audit  and  Investigation  Area  Office,  all 
of  which  are  identified  in  Figure  8-1. 
Release  of  audit  reports  shall  be  in 
accordance  with  applicable  Federal  and 
State  laws. 

Figure  Addresses  of  Grantor  Agency  Office  of 
Audit  and  Investigation  Field  Offices 

Field  offices  Geographical  area 

responsibility 

1  Atlanta: 

Atlanta  Area  Audit  &  Alabama,  Florida,  Georgia. 
Program  Review  Office,  Kentucky,  Mississippi,  North 

Office  of  Audit  arKf  Carolina,  South  Carolina. 

Investigation,  LEAA,  U.S.  Puerto  Ricoi  Tennessee. 
Oepaitment  of  Justice,  101  Virgin  Islands. 

Marietta  Street.  Suite  2322, 

Atlanta,  Georgia  30323 
(Cbm.)  404/221-5920; 

(FTS)  8/242-5928. 

2  aucago: 

Chicago  Area  /Kudit  &  Nknois,  Indiana.  Iowa.  Kansas. 
Program  Review  Office,  Michigan,  Minnesota. 

Office  of  Audit  and  Missouri,  Nebraska.  Olio. 

Investigation.  LEAA,  Wisconsia 

Department  of  Justice,  175 

W.  Jackson  StreeL  Suite  A- 

1335,  Chicago,  IMnois 

60604  (Com.)  312/353- 

1203:  (FTS)  8/353-1203. 


Figure  Addresses  of  Grantor  Agency  Office  of 

Audit  and  Investigation  Field  O^fces— Continued 

Field  offices  Geographical  area 

responsibility  ' 

3  Denver. 

Denver  Area  Audit  &  Arkansas,  Colorado. 

Program  Review  Office.  Louisiana,  Montara,  New 

Office  of  Audit  and  Mexico,  North  Dakota, 

Investigation,  LEAA,  U.S.  Oklahoma.  South  Dakota. 
Department  of  Justice  P.O.  Texas,  Utah,  Wyoming. 

Box  3119,  Denver, 

Colorado  60201  (Com.) 

303/837-2501;  (FTS)  8/ 

387-2501. 

4  Sacramento: 

Sacramento  Area  Audit  A  Alaska,  Arizona,  Cakf.,  Hawai. 
Program  Review  Office.  Idaho,  Nevada,  Oregon, 

Office  of  Audit  and  Washington,  American 

Investigation.  LEAA,  U.S.  Samoa,  Guam,  Trust 
Department  of  Justice,  P.O.  Territories  of  the  Pacific 
Box  3010,  Sacramento.  Islarxis,  Ckxnmonwealth  of 

Oilifomia  95812  (Com.)  Northern  Marianna  Islands 

916/440-2131;  (FTS)  8/ 

446-2131. 

5.  Washington: 

Washington  Area  Audit  A  Connecticut  Delaware. 
Program  Review  Office.  District  of  Ckilumtiia.  Mair^ 

Office  of  Audit  and  Maryland.  Massachueetts. 

Investigation,  LEAA,  U.S.  New  Hampshire,  New  - 
Department  of  Justice,  633  Jersey,  New  York, 

Indiana  Avenue,  N.W.  Pennsylvania,  Rhode 

Washington,  D.C.  20531  Island,  Vermont,  Virginia, 

(Com.)  202/492-9010;  West  Virginia,  Puerto  Rico. 

(FTS)  8/492-90t0.  Virgin  Islands. 

e.  Resolution  and  Clearance  of  Audit 
Reports.  Timely  action  on 
recommendations  by  responsible 
management  officials  is  an  integral  part 
of  the  effectiveness  of  an  audit.  Each 
CJC  shall,  therefore,  provide  policies  for 
acting  on  audit  recommendations  by 
designating  officials  responsible  for: 
follow-up,  maintaining  a  record  of  the 
action  taken  on  recommendations  and 
time  schedules,  reponding  to  and  acting 
on  audit  recommendations,  and 
submitting  periodic  reports  to  the 
grantor  agency  on  recommendations  and 
action  taken.  These  policies  must  be 
consistent  with  the  provisions  contained 
in  the  effective  edition  of  LEAA 
Guideline  7140.1.  Distribution, 
Resolution,  and  Clearance  of  Audit 
Reports. 

108.  Audit  of  Subgrantees.  In 
accordance  with  Office  of  Management 
and  Budget  Circular  A-102  and  A-110,  it 
is  the  grantor  agency’s  policy  that  the 
CJC  require  that  ea^  of  its  subgrantees’ 
financial  management  system  provide 
for  an  examination  on  the  form  of  an 
independent  audit  to  asertain  the 
effectiveness  of  the  financial 
management  system  and  internal 
procedures  that  have  been  established 
to  meet  the  terms  and  conditions  of  the 
subgrant  (financial  and  compliance 
audit).  Also,  the  subgrantees’ 
organization  is  required  to  have  a 
systematic  method  of  timely  and 
appropriate  resolution  of  audit  findings 
and  recommendations.  These 
requirements  are  applicable  to  both 
subgrants  awarded  from  block,  formula 
and  categorical  grant  funds. 


The  audits  should  be  performed  in 
accordance  with  the  Standards  for  Audit 
of  Governmental  Organizations, 
Programs.  Activities  and  Functions  and 
be  made  on  an  organization-wide  basis 
which  includes  an  appropriate  sample  of 
Federal  subgrants.  The  audits  must  be 
performed  not  less  ft^quently  than  every 
two  years  and  include  grantor  agency 
subgrant  awards  in  the  sample  of 
Federal  subgrants. 

a.  Requirement.  The  State  is  required 
to  develop  the  policies,  procedures  and 
controls  necessary  to  assure  that 
subgrantee  organizations  receiving 
grantor  agency  funds  have  the  required 
financial  and  compliance  audits 
performed, 

b.  Reporting.  The  State  shall  make 
such  arrangements  as  necessary  to 
obtain  copies  of  all  reports  prepared  as 
a  result  of  the  required  audits  nad 
establish  a  system  that  assures  the 
timely  and  appropriate  resolution  of 
such  reports  by  subgrantees.  Known  or 
suspected  violations  of  any  laws 
encountered  during  audits,  including 
fraud,  theft,  embezzlement,  forgery  or 
other  serious  irregularities,  must  be 
communicated  to  the  grantor  agency’s 
Office  of  Audit  and  Investigation  (see 
the  effective  edition  of  LEAA  Guideline 
7140.2,  Reporting  of  Possible  LEAA  Fund 
Misuse,  Criminal  Activity,  Conflict  of 
Interest,  or  Other  Serious  Irregularities). 

If  any  grantor  agency  categorical 
grants  are  included  in  the  audits,  the 
related  reports  must  be  submitted  to  the 
grantor  agency’s  Office  of  Audit  and 
Investigation  consistent  with  the 
requirement  of  the  effective  edition  of 
LEAA  Guideline  7140.1. 

109.  Categorical  Grant  Audits. — a. 
Grants  Awarded  to  State  Agencies. 

When  grants  are  awarded  to  State 
Agencies  and  are  subgranted  to  another 
organization  for  implementation,  the 
audit  requirement  as  set  forth  in 
paragraph  108  of  this  chapter  must  be 
fulfilled. 

b.  Direct  Awards.  When  grants  are 
awarded  directly  to  governmental  units 
(those  grants  not  awarded  through  the 
CJC)  or  non-profit  organizations,  the 
audit  responsibility  must  be  fulfilled  by 
the  grantee.  Each  grantee  must  provide 
for  an  examination  in  the  form  of  an 
audit  to  ascertain  the  effectiveness  of 
the  financial  management  system  and 
internal  procedures  that  have  been 
established  to  meet  the  terms  and 
conditions  of  the  grant  (financial  and 
compliance  audit).  Also,  the  grantee’s 
organization  must  provide  for  the  timely 
and  appropriate  resolution  of  audit 
findings  and  recommendations. 

The  audits  should  be  performed  in 
accordance  with  the  GAO  Standards  for 
Audit  of  Governmental  Organizations, 
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I  Programs,  Activities  and  Functions  and 
made  on  an  organization-wide  basis 
which  includes  an  appropriate  sample  of 
Federal  grants.  The  audits  must  be 
performed  not  less  frequently  than  every 
two  years  and  SHALL  include  a  grantor 
agency  award  in  the  sample  of  Federal 
grants. 

When  direct  awards  ar  subgranted  to 
another  organization(s)  for 
implementation,  the  audit  requirement 
as  set  forth  in  paragraph  108  of  this 
chapter  must  be  fulfilled.  A  written 
report  shall  be  prepared  upon 
completion  of  the  audit  and  three  (3) 
copies  fiunished  to  the  appropriate 
grantor  agency’s  Office  of  Audit  and 
Investigation  Area  Office,  all  of  which 
are  identified  in  Figure  8-1.  Release  of 
audit  reports  shall  be  in  accordance 
with  applicable  Federal  and  State  laws. 
The  report  shall  contain  narrative 
statements,  tabulations,  schedules  or 
other  pertinent  data  disclosing  the 
deficiencies  found  and 
recommendations  needed  to  correct 
and/or  prevent  recurrence  of  the 
deficiencies.  In  additon,  the  reports  shall 
identify  the  officials  with  whom  the 
contents  of  the  report  were  discussed 
and  whether  or  not  the  officials 
concurred  with  the  findings.  Known  or 
suspected  violations  of  any  laws 
encountered  during  audits,  including 
fraud,  theft,  embezzlement,  forgery  or 
other  serious  irregularities,  must  be 
communicated  to  the  grantor  Agency’s 
Office  of  Audit  and  Investigation  (see 
the  effective  edition  of  LEAA  Guideline 
7140.2,  Reporting  of  Possible  LEAA  Fimd 
Misuse,  Criminal  Activity,  Conflict  of 
Interest,  or  Other  Serious  Irregularities). 

110.  Technical  Assistance.  The  Office 
of  Audit  and  Investigation  is  available 
to  provide  technical  assistance  to  grant 
recipients  in  implementing  the  audit 
requirements  of  this  chapter.  This 
assistance  is  available  for  areas  such  as; 

(i)  review  of  the  audit  arrangements 
and/or  negotiations;  (ii)  review  of  the 
audit  program  or  guide  to  be  used  for  the 
conduct  of  the  audit;  and,  (iii)  on-site 
assistance  using  the  performance  of  the 
audit  when  deemed  necessary  as  a 
result  of  universal  or  complex  problems 
that  arise.  In  addition,  the  Office  of 
Audit  and  Investigation  provided 
training  courses  for  the  performance  of 
audits  on  Agency  grant  programs  at  the 
State  and  local  levels. 

Requests  for  technical  assistance  or 
scheduled  for  the  training  courses 
should  be  addressed  to  the  appropriate 
Office  of  Audit  and  Investigation  Area 
Office  identified  in  Figure  8-1. 


Appendix  9. — Details  of  an  Accounting 
System 

The  grantee  is  responsible  for 
establishing  and  maintaining  an 
adequate  system  of  accounting  and 
internal  controls  for  itself  and  ensuring 
that  an  adequate  system  exists  for  each 
of  its  subgrantees  and  contractors. 

a.  Elements  of  Accounting  System. 
Accounting  systems  are  made  up  of  a 
series  of  operations  which  involve 
classifying,  recording,  summarizing,  and 
reporting  transactions.  Elements  of  the 
system  must  consist  of  an  accoimt 
structure,  accounting  records,  source 
documents,  a  system  for  coding 
financial  transactions,  and  written 
procedures  prescribing  the  manner  in 
which  and  by  whom  these  operations 
are  performed.  A  grantee’s  accounting 
system  must  include  the  following: 

(1)  System  coding  or  classification 
must  permit  sununarization  and 
reporting  of  grant  expenditures  by 
specific  programs,  projects,  uniform 
receipt  and  expencfiture  classifications, 
and  major  steps  funded  in  the  approved 
budget  cost  categories. 

(2)  Accounting  records  should 
adequately  identify  the  receipt  and  the 
expenditures  of  each  grantee, 
subgrantee  or  contractor. 

(3)  Accounting  records,  which  must 
include  a  ledger  and  supporting  books  of 
account,  should  refer  to  subsidiary 
records  or  documentation  which  support 
each  entry  and  which  can  be  readily 
located  and  identified  with  the  grant. 

(4)  Accurate,  current,  and  complete 
financial  reporting  information. 

(5)  Systems  integration  with  an 
adequate  system  of  internal  controls  to 
safeguard  grant  funds  and  properties, 
check  the  accuracy  and  reliability  of 
accounting  data,  promote  operational 
efficiently,  and  encourage  adherence  by 
the  grantee  to  prescribed  management 
policies. 

b.  Bases  of  Accounting  System. 
Generally,  an  accoimting  system  is  one 
of  three  bases: 

(1)  Cash  Basis — Expenses  are 
recorded  when  cash  is  spent  and 
revenues  are  recorded  when  cash  is 
received.  'This  system  provides  little 
information  on  which  to  base 
expenditure  planning. 

(2)  Obligation  Basis — Where 
expenses  are  recorded  when  the  funds 
are  obligated.  This  system  is  little  used 
and  is  not  preferred. 

(3)  Accrual  Basis — Revenues  are 
recorded  when  goods  or  services  are 
delivered  and  expenses  are  recorded 
when  goods  or  services  are  consumed 
without  regard  to  the  timing  of  the 
exchange  of  cash.  'This  system  is 
preferred  because  it  best  matches 


revenues  and  expenses  with  the  period 
in  which  they  are  actually  earned  or 
accrued.  Accrual  accounting  also 
contains  information  on  the  receipt  and 
disbursement  of  cash. 

c.  Internal  Controls.  The  grantee  must 
establish  and  maintain  a  system  of 
internal  controls  adequate  to  safeguard 
grant  funds  and  resources,  check  the 
accuracy  and  reliability  of  the  grant 
accoimting  and  financial  data,  promote 
the  operational  efficiency  of  the  grantee, 
and  encourage  adherence  to  the 
grantee’s  prescribed  managerial 
policies. 

Appropriate  internal  controls  are 
comprised  of  a  plan  of  organization 
(grantee  policies,  structure,  division  of 
stafr  functions,  procedures,  staff 
qualifications,  etc.)  designed  to  provide 
the  grantee  with  effective  financial  and 
operational  control  over  both  its  grant 
programs  or  projects. 

The  degree  of  internal  control  is 
dependent  upon  the  size  of  the  grantee 
and  the  funds  and  resources  for  which 
the  grantee  is  responsible.  The  following 
criteria  are  basic  to  an  adequate  system 
of  internal  control: 

(1)  Operating  policies  must  be  clearly 
stated;  systematically  commimicated 
throughout  the  organization;  in 
conformance  with  applicable  laws  and 
external  regulations  and  policies;  and 
designed  to  promote  the  execution  of 
authorized  activities  effectively, 
efficiently,  and  economically. 

(2)  Organizational  structure  must 
define  and  assign  responsibility  for  the 
performance  of  all  duties  necessary  to 
carry  out  the  functions  of  the  grantee. 

(3)  Responsibility  for  assigned  duties 
and  functions  of  the  grantees  must  be 
classified  according  to  authorization, 
performance,  record  keeping,  custody  of 
resources,  and  review,  to  provide  proper 
internal  checks  on  performance  and  to 
minimize  imauthorized  internal  checks 
on  performance  and  to  minimize 
imauthorized,  fraudulent,  or  otherwise 
irregular  acts. 

(4)  A  system  of  forward  planning, 
embracing  all  phase  of  the  grantee’s 
operation,  must  be  developed  to 
determine  and  justify  financial, 
property,  and  personnel  requirements 
and  to  carry  out  grant  operations 
effectively,  efficiently,  and 
economically. 

(5)  Grant  procedures  ought  to  be 
simple,  efficient,  and  practical,  giving 
due  regard  to  the  nature  of  the  grant  and 
applicable  legal  and  regulatory 
requirements.  Feasibility,  cost,  risk  of 
loss  or  error,  and  availability  and 
suitability  of  personnel  are  factors  that 
should  be  considered  in  formulating  the 
procedures. 
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(6)  An  adequate  system  of 
authorization,  record  keeping,  and 
transaction  coding  procedures  must  be 
designed  by  the  grantee  to  ensure 
compliance  with  prescribed  grant 
requirements  and  restrictions  of 
applicable  laws,  regulations,  and 
internal  management  policies;  to  prevent 
illegal  or  unauthorized  transactions;  and 
to  provide  proper  accounting  records  for 
the  expenditure  of  grant  funds. 

(7)  An  adequate  and  efhciencly 
operated  infoimation  system  must  be 
designed  to  provide  prompt,  essential, 
and  reliable  operating  and  Hnancial 
data  to  the  grantee  responsible  for 
decision-making  and  performance 
review. 

(8)  The  performance  of  all  duties  and 
functions  of  grantee  personnel  must  be 
properly  supervised.  All  performance 
must  be  subject  to  adequate  review 
under  an  effective  internal  audit 
program  to  determine  whether 
performance  is  effective,  efHcient,  and 
economical;  management  policies  are 
observed;  applicable  laws,  prescribed 
regulations,  and  grant  conditions  are 
obeyed;  and  regulations,  and 
unauthorized,  fradulent,  or  otherwise 
irregular  transactions  or  activities  are 
prevented  or  discovered. 

(9)  The  qualiffcations  of  ofbcials  and 
employees  with  regard  to  education, 
training,  experience,  competence,  and 
integrity  must  be  appropriate  for  the 
responsibilities,  duties,  and  functions 
assigned  to  them. 

(10)  Each  official  and  employee  must 
be  fully  aware  of  his/her  assigned 
responsibilities  and  understand  the 
nature  and  consequences  of  his/her 
performance.  Each  must  be  held  fully 
accountable  for  the  honest  and  efficient 
discharge  of  his/her  duties  and 
functions,  including,  where  applicable, 
the  custody  and  administration  of  funds, 
property,  and  compliance  with  grant 
regulations  and  legal  requirements. 

(11)  Effective  procedures  must  be 
implemented  for  expenditure  control  to 
ensure  that  needed  goods  and  sevices 
are  acquired  at  the  lowest  possible  cost; 
that  goods  and  services  paid  for  are 
actually  received;  that  quality,  quantity, 
and  prices  are  in  accordance  with 
applicable  contracts  or  other 
authorizations  by  grant  officials;  that 
such  authorizations  are  consistent  with 
applicable  statutes,  regulations,  policies, 
and  grant  requirements. 

(12)  All  funds,  property,  and  other 
resources  for  which  the  grantee  is 
responsible  must  be  appropriately 
safeguarded  and  periodically 
inventoried  to  prevent  misuse, 
unwarranted  wastq,  deterioration, 
destruction,  or  misappropriation. 


d.  Management  System.  The  grantees 
should  also  have  a  management  system 
meeting  the  following  criteria: 

(1)  Established  State,  local 
government,  and  organization 
administrative  and  fiscal  practice  and 
policies  must  be  followed  by 
subordinate  bodies  in  the  administration 
ofFederal  grant  funds. 

(2)  When  no  established  policies  and 
practices  govern,  reasonable,  and 
prevailing  administrative  and  fiscal 
practices  in  the  area  (preferably  adapted 
from  public  practice)  shall  be  formally 
adopted  and  made  a  matter  of  record. 
The  record  will  contain  documentation 
showing  that  the  standards  of 
reasonableness  and  prevailing  practice 
have  been  met. 

(3)  Administrative  and  fiscal  policies 
must  be  applied  consistently  regardless 
of  the  source  of  funds. 

e.  Budget  and  Accounting. — (1) 
Establish  indirect  cost  budgets  on  a 
basis  consistent  with  the  way  resources 
are  to  be  consumed  and  accounted  for. 

(2)  Record  all  applied  direct  costs  in 
woiic  accounts  on  a  basis  consistent 
with  the  budgets  in  a  formal  system  that 
is  controlled  by  the  general  books  of 
account. 

f.  Analysis  by  the  Grantee. — (1) 
Identify  at  he  work  accoimt  level  on  a 
monthly  basis  using  data  from,  or 
reconcilable  with,  the  accoimting 
system: 

(a)  Budgeted  cost  for  work  scheduled 
and  budgeted  cost  for  work  performed. 

(b)  Budgeted  cost  for  work  performed 
and  applied  direct  costs  for  the  same 
work. 

(c)  Variances  resulting  from  the  above 
comparisons  classified  in  terms  of  labor, 
materials,  or  other  appropriate  elements 
together  with  the  reasons  for  significant 
variances. 

(2)  Identify  on  a  monthly  basis  in  the 
detail  needed  by  management  for 
effective  control,  budgeted  indirect 
costs,  actual  indirect  costs  and 
variances  along  with  the  reasons 
therefor. 

(3)  Summarize  the  data  elements  and 
associated  variances  listed  in  1  and  2 
above  through  the  grantee  organization 
and  to  the  reporting  level  specified  in 
the  grant. 

(4)  Identify  on  a  monthly  basis 
significant  differences  between  planned 
and  actual  technical  performance 
together  with  the  reasons  therefor. 

(5)  Identify  managerial  actions  taken 
as  a  result  of  the  above. 

(6)  Monitor  the  effectiveness  of 
actions  taken  to  resolve  problems  or 
correct  deficiencies. 

(7)  Based  on  performance  to  date  and 
on  estimates  of  future  requirements, 
develop  revised  estimates  of  cost  at 


completion  for  elements  identified  in  the 
grant  and  compare  these  with  the  grant 
baseline  budgets,  with  current  budgets. 

g.  Revisions  and  Access  to  Data.  (1) 
Incorporate  grant  changes  in  a  timely 
manner  recording  the  effects  of  such 
changes  in  budgets  and  schedules. 

(2)  Prohibit  retroactive  changes  to 
records  pertaining  to  work  performed 
that  will  change  previously  reported 
amounts  for  applied  direct  costs,  or 
indirect  costs,  except  for  correction  of 
errors  and  routine  accounting 
adjustments. 

(3)  Prevent  revisions  to  the  grant 
budget  baseline  except  for  Government- 
directed  changes  to  authorized  effort, 
that  is,  scope,  work,  and  schedules. 

(4)  At  the  time  changes  occur,  advise 
the  grantor  agency  of  any  changes  to 
baseline  budgets  or  schedules. 

(5)  The  duly  authorized 
representatives  of  the  grantor  agency 
shall  be  provided  access  to  all  of  the 
foregoing  information  and  records  in 
support  thereof. 

h.  Personnel  and  Compensation.  (1) 
The  organization  will  operate  under  a 
comprehensive  plan  that  includes  a 
scale  of  rates  or  ranges  based  upon  the 
responsibilities  of  each  position  and  its 
relationship  to  other  positions. 

(2)  Compensation  paid  shall  be 
reasonable.  Compensation  will  be 
considered  reasonable  if  it  is  a  public 
compensation  plan  prescribed  for  the 
grantee,  or  if  it  is  comparable  to  that 
paid  for  similar  work  in  the  labor  market 
in  which  the  grantee  must  compete  for 
the  kind  of  employees  involved. 

(3)  The  compensation  plan  must 
include  provisions  concerning  weekly 
hours  of  work;  payment,  if  any.  for 
overtime  work;  prior  approval  of  all 
overtime  work;  and  provisions 
establishing  for  each  authorized  part- 
time  position  the  number  of  hours  to  be 
served  each  pay  period  by  the 
incumbent 

(4)  Fringe  benefits.  In  the  absence  of 
an  applicable  public  fringe  benefit  plan, 
fringe  benefits  extended  to  employees 
must  be  reasonable  and  of  general 
application.  Fringe  benefits  will  be 
considered  reasonable  if  they  are 
comparable  to  the  benefits  extended  to 
employees  of  similar  organizations  in 
the  same  area. 

i.  Safeguarding  of  Assets.  All  funds, 
property,  and  other  resources  for  which 
the  grantee  is  responsible  shall  be 
appropriately  safeguarded  and  — 
periodically  inventoried  under 
appropriate  policies  and  procedures. 

Appendix  10.  Guideline  on  LEAA 
Revolving  Funds  - 

1.  Purpose. — This  appendix  sets  forth 
the  responsibilities  and  procedures  for 
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the  operation  of  the  LEAA  Revolving 
Fund  established  by  Title  I,  Part  F, 
Section  521(e)  of  the  Omnibus  Crime 
Control  and  Safe  Streets  Act  of  1968  as 
amended  and  by  Title  I,  Part  H,  Section 
817(f)  of  the  Justice  System  Improvement 
Act  of  1979. 

2.  Scope. — This  appendix  applies  to  a 
Block  Action,  Part  D  formula  or  Parts  E 
or  F  Grant  that  has  as  its  primary 
function  the  acquisition  of  stolen  goods 
and  property. 

3.  Effective  date. — This  appendix 
applies  to  all  applicable  Block  Action 
and  Discretionary  Grants  in  operation 
as  of  October  15, 1976  or  Part  D  formula 
or  Parts  E  or  F  grants  awarded 
thereafter.  Any  project  income  realized 
after  October  15, 1976  would  be  subject 
to  this  Guideline. 

4.  Management. — The  LEAA 
Revolving  Fund  will  be  financially 
managed  by  the  Comptroller’s  Office 
with  appropriate  program  support  from 
the  LEAA.  However,  the  individual  CJCs 
will  have  the  responsibility  for 
identifying  Block  Action  or  Part  D 
formula  grants  subject  to  this  Guideline 
and  also  for  forwarding  the  pro  rata 
Federal  share  of  project  income  to  the 
LEAA  Revolving  Fund. 

5.  Procedures  for  the  Operation  of  the 
revolving  fund. — The  following  steps 
will  be  taken  by  all  grantees  or 
subgrantees  having  project  operations, 

a.  Property  Record.  All  grantees  or 
subgrantees  will  keep  a  “Property 
Record”  of  all  stolen  goods  or  property 
acquired  by  project  operations.  (1)  Such 
records  will  include,  at  a  minimum,  the 
following  information,  (a)  Grantee/ 
subgrantee  name  and  grant  number. 

(b)  Type  of  Property,  brand  or 
business  name,  and  identification 
number(s),  e.g.,  Kodak  XL  Movie 
Camera,  Serial  #206365  or  Bank 
Americard  #42327330007350. 

(c)  Amount  of  project  funds  expended 
to  acquire  each  item  of  stolen  goods  or 
property. 

(d)  Estimated  retail  value  of  each  item 
of  stolen  goods  or  property  acquired  by 
project  operation. 

(e)  Date  stolen  goods  or  property  was 
acquired  by  the  project. 

(f)  Original  owner  of  stolen  property  if 
identified. 

(g)  Name  of  insurance  company  for 
insured  stolen  goods  or  property  if 
identified. 

(h)  Status  of  property  recovered;  e.g., 
held  for  evidence:  claimed  by  owner; 
held  for  sale  or  auction;  etc. 

(2)  The  grantee  or  subgrantee  will 
forward  a  copy  of  the  completed 
Property  Record  to  LEAA,  633  Indiana 
Avenue,  N.W.,  Washington,  D.C.  20531, 
within  60  days  after  the  termination  date 


of  each  separate  operation  during  the 
life  of  the  grant. 

b.  Project  Income.  All  income 
generated  by  the  project,  which  includes 
but  is  not  limited  to,  the  income  from 
operation  of  an  undercover  frorlt 
business,  the  sale  of  unclaimed  stolen 
property,  may  be  RETAINED  by  the 
grantee  or  subgrantee  and  NO’T  sent  to 
the  LEAA  Revolving  Fund  providing:  (1) 
The  grant  (including  continuation 
funding)  is  still  active  and  has  an 
undercover  operation  still  functioning  or 
being  developed; 

(2)  The  grantee  or  subgrantee  is  not 
prohibited  by  state  or  local  laws  or 
regulations  from  adding  the  income  back 
into  the  grant;  and, 

(3)  The  grantee  or  subgrantee  agrees 
to  add  the  income  to  the  confidential 
expenditure  (buy  money)  category  of  the 
budget. 

If  a  grantee  or  subgrantee  cannot 
abide  by  the  above  criteria,  then  the 
income  MUST  be  sent  to  the  LEAA 
Revolving  Fund.  Also,  income  not 
expended  at  the  termination  of  the  grant 
and  any  income  received  after  such 
termination  must  be  forwarded  to  the 
LEAA  Revolving  Fund.  This  income 
should  be  returned  to  the  LEAA 
Revolving  Fund  according  to  the 
percentage  of  Federal  funds  in  the  grant. 

c.  Royalties.  Funds  arising  from  the 
sale,  by  the  grantee  or  subgrantee  or 
project  participants  in  the  grant,  of 
publication  or  film  rights  resulting  from 
the  project,  must  be  submitted  to  the 
LEAA  Revolving  Fund.  This  applies  to 
royalties  earned  during  the  grant  period 
or  after  the  grant  is  terminated. 

d.  Sale  of  Unclaimed  Stolen  Goods  or 
Property.  Grantees  or  subgrantees  are 
responsible  for  the  storage  and  sale  of 
unclaimed  stolen  goods  or  property.  The 
normal  expenses  incurred  by  die  grantee 
or  subgrantee  for  the  storage  and  sale  of 
unclaimed  stolen  goods  or  property  may 
be  deducted  from  the  funds  received 
from  the  sale.  The  remaining  funds  will 
be  considered  income. 

e.  Submitting  Funds  to  the  LEAA 
Revolving  Fund.  Funds  to  be  submitted 
to  the  LEAA  Revolving  Fund  should  be 
by  checks  made  out  to  the  “LEAA 
Revolving  Fund”  and  mailed  to  the 
Office  of  the  Comptroller,  OJARS,  633 
Indiana  Avenue,  N.W.,  Washington, 

D.C.  20531.  IT  IS  IMPORTANT  that  no 
other  project  related  documents  be 
included  with  the  check. 

f.  Disbursements  from  the  LEAA 
Revolving  Fund.  Monies  in  the 
Revolving  Fund  will  be  disbursed  by  the 
award  of  categorical  grants  in  support  of 
the  LEAA  Anti-Fencing  sub-program. 

6.  Claims  against  awners  of  recovered 
stolen  property. — Section  521(e)  of  the 
Crime  Control  Act,  as  amended,  and 


Section  817(f)  of  the  Justice  System 
Improvement  Act  of  1979,  gives  the 
Administrator  the  authority  in  his 
discretion  to  assert  a  claim  against 
owners  of  recovered  stolen  property  in 
the  amount  of  Federal  funds  used  to 
purchase  such  goods  or  property.  This 
authority  will  only  be  exercised  when 
the  equities  and  the  circumstances 
properly  warrant  it. 

7.  Coordination. — All  contact  with 
LEAA  relative  to  this,  the  Revolving 
Fund  in  general,  or  the  LEAA  Anti- 
Fencing  sub-program,  should  be  made  to 
the  LEAA. 

Appendix  12.  Guidelines  for 
Confidential  Expenditures 

Confidential  funds  are  those  funds 
allocated  to  three  types  of  law 
enforcement  imdercover  operations. 

1.  The  first  category  is  confidential 
investigative  expenses  for  purchase  of 
services  (P/S)  and  would  include  travel 
or  transportation  of  a  non-federal 
undercover  officer  or  an  informant.  The 
lease  of  an  apartment,  business  front, 
luxury-type  automobiles,  a  boat  or 
aircraft  or  similar  affects  to  create  or 
establish  the  appearance  of  affluence, 
credibility  and  a  general  atmosphere 
conducive  to  the  undercover  role  would 
also  be  in  this  category.  Meals, 
beverage,  entertainment  and  similar 
expenses  for  undercover  purposes, 
within  reasonable  limits,  would  also  be 
included. 

2.  The  second  category  is  confidential 
funds  for  the  Purchase  of  Evidence  (P/ 

E).  This  category  would  include  the 
purchase  of  evidence  and/or  contraband 
such  as  drugs,  firearms,  stolen  property, 
counterfeit  tax  stamps,  etc.,  required  to 
determine  the  existence  of  a  crime  or  to 
establish  the  identity  of  a  participant  in 
a  crime. 

3.  The  third  category  is  confidential 
funds  for  the  Purchase  of  Specific 
Information  (P/I)  from  informants.  All 
other  informant  expenses  would  be 
confidential  investigative  expenses  (P/ 

S)  and  would  be  charged  accordingly. 

Confidential  expenditures  are  subject 
to  prior  approval  by  the  grantor  agency. 
Such  approval  will  be  based  on  a 
finding  that  they  are  necessary  and 
reasonable  for  proper  and  efficient 
administration  of  the  program  under 
which  they  are  to  be  used.  In  this 
conjunction,  the  grantor  agency  will 
make  a  finding  also  that  the  controls 
over  the  disbursement  are  adequate  to 
safeguard  misuse  of  such  funds. 

1.  Confidential  expenditures  will  be 
authorized  for  subgrants  at  the  State, 
county,  and  city  level  of  law 
enforcement.  For  the  purpose  of  this 
expenditure,  a  city  will  be  defined  as 
having  a  population  in  excess  of  50,000. 
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2.  The  maximum  amount  of 
conHclential  funds  allowable  within  a 
grant  shall  be  based  upon  the  following 
criteria:  (a)  Unprogrammed  Funds — 
(funds  not  committed  to  specific 
undercover/  investigative  operations) — 
15%  of  total  project  amount. 

(b)  Programmed  Funds — (funds 
committed  to  specific  imdercover/ 
investigative  operations,  e.g.,  anti* 
fencing  ("store-front”]) — limit  based 
upon  projected  needs  for  the  specific 
operation  or  operations. 

3.  The  funds  authorized  will  be 
established  in  an  imprest  fund 
controlled  by  a  bonded  cashier. 

4.  The  project  director  in  which  the 
imprest  fund  is  assigned  must  authorize 
all  advances  of  funds  up  to  $500  to 
agents  or  officers  for  the  purchase  of 
information.  Advances  and  payments  in 
excess  of  $500  must  be  approved  by  the 
head  of  the  law  enforcement  unit  to 
which  the  subgrant  was  made.  Such 
authorization  must  specify  the 
information  to  be  received,  the  amount 
of  expenditures,  and  assumed  name  of 
informer. 

5.  There  must  be  maintained  by  the 
investigation  unit  confidential  files  of 
the  true  names,  assumed  names,  and 
signature  of  all  informers  to  whom 
payments  of  confidential  expenditures 
have  been  made.  To  the  extent 
practicable  pictures  and/or  fingerprints 
of  the  informer  payee  should  also  be 
maintained. 

6.  The  cashier  shall  receive  from  the 
agency  or  officer  authorized  to  make  a 
confidential  payment,  a  receipt  for  cash 
advanced  to  him  for  such  purposes. 

7.  The  agent  or  officer  shall  receive 
from  the  informer  payee  a  receipt  of  the 
following  nature: 

Figure  1.  Receipt  from  Informer  Payee 

Receipt 

For  and  in  consideration  of  the  sale 
and  delivery  to  the  (State,  County,  or 

City  of - of  information  or 

evidence  identified  as  follows: 


I  hereby  acknowledge  receipt  of  $ - , 

paid  to  me  by 

(State,  County,  or  City)  of 
Date: - Signature: - 


‘(Witness,  if  any) 


*The  witness  requirement  will  not  in  all  instances 
be  mandatory,  depending  on  the  nature  of  the 
meeting  and  exchange  of  funds.  A  requirement 
should  be  in  effect  that  on  25  percent  of  the 


8.  The  signed  receipt  from  the 
informer  payee  with  a  memorandum 
detailing  the  information  received  shall 
be  forwarded  to  the  agent  or  officer  in 
charge.  The  agency  or  officer  in  charge 
shall  compare  the  signature  on  the 

•  receipt  with  the  confidential  file  of 
assumed  name  signatures.  He  shall  also 
evaluate  the  information  received  in 
relation  to  the  expense  incurred,  and 
add  his  evaluation  remarks  to  the  report 
of  the  agent  or  officer  who  made  the 
expenditure.  A  certification  of  payment 
to  the  cashier  will  serve  as  support  for 
the  expenditure  from  the  imprest  fund. 
The  certification  will  be  witnessed  by 
the  agent  or  officer  in  charge  on  the 
basis  of  the  report  and  informer  payee's 
receipt. 

9.  Each  grant  or  officer  in  charge  shall 
prepare  a  quarterly  report  showing 
status  and  reconciliation  of  the  imprest 
fund  and  itemizing  each  payment,  name 
used  by  informer  payee,  information 
received  and  use  to  which  information 
was  put.  This  report  must  be  made  part 
of  the  files  and  reviewed  quarterly  by 
the  head  of  the  law  enforcement  agency 
to  which  the  subgrant  was  made. 

10.  Each  instance  when  grant  funds 
are  used  for  confidential  expenditmes,  it 
will  be  understood  that  all  of  the  above 
records,  except  the  true  name  of  the 
informer,  are  subject  to  the  record  and 
audit  provisions  of  the  grantor  agency 
legislation. 

As  previously  stated,  confidential 
expenditures  from  Block  Part  C  or  Part 
D  formula  funds  will  be  allowable  only 
with  the  specific  prior  approval  of  the 
grantor  agency.  Such  approval  must  be 
obtained  from  the  grantor  agency  by  the 
C}C  or  subgrantee.  The  submission  for 
approval  must  contain  the  following 
information: 

1.  Identity  of  subgrant  and  project, 
and  estimated  amount  of  funds  to  be 
used  for  confidential  expenditures; 

2.  Identity  of  the  agent  or  officer  in 
charge  of  investigation  and  name  of  the 
bonded  cashier;  and, 

3.  A  copy  of  the  grantee/subgrantee 
written  procedures  to  be  used  to 
safeguard  these  funds  if  they  differ  fi^m 
the  grantor  agency’s  procedures. 

Figure  2.  Certification 

(Appropriate  Office  Head) 

(Name,  Position,  Grant  Title,  Location 
and  Number) 

Disbursement  of  Funds  for  Confidential 
Expenditures 


contracts,  when  payments  are  made,  a  second  agent 
appear  as  the  witness  to  the  transaction.  In 
addition,  on  10  percent  of  the  meetings  the  agent  or 
officer  in  charge  should  be  present  to  verify  the 
payment  to  the  informer. 


This  is  to  certify  that  I  have  read, 
understand  and  agree  to  abide  by  all  of 
the  conditions  for  confidential 
expenditures  as  set  forth  in  chapter  5. 
paragraph  63  and  Appendix  12  of  the 
effective  edition  of  Guideline  Manual 
7100.1,  Financial  and  Administrative 
Guide  for  Grants. 

date - 

SIGNATURE - (project  director). 

Appendix  13.  Statutory  and  Regulatory 
Requinnents  Applicable  to  a  Criminal 
Justice  Council  (CJC) 

/.  Statutory  and  Regulatory 
Requirements  Which  Must  Be  Audited 
(Mandatory) 

1.  General  Fiscal  Controls. — Review, 
test  and  evaluate  the  CJC’s:  a. 
Organizational  structure,  delegations  of 
authority  and  functional  statements  to 
determine  whether  fiscal  duties  and 
responsibilities  have  been  adequately 
defined  and  there  is  an  adequate 
separation  of  finance  and  accounting 
duties  and  responsibilities. 

b.  Accounting  system  and  account 
structure,  including  the  necessary 
interrelationships  with  the  State's 
central  accounting  system,  to  ensure 
that  the  accounting  system  will  provide 
fon  (1)  Receipt,  disbursement  and 
expenditure  of  each  grant  award, 
including  all  matching  contributions 
and,  where  applicable,  program  income, 
interest  and  refunds  from  subgrantees, 
in  accordance  with  grantor  agency  , 
reporting  requirements; 

(2)  Comparison  of  actual  with 
budgeted  amounts  for  each  grant;  and 

(3)  Accounting  records  which  are 
supported  by  source  documentation. 

c.  Procedures  for  preparing,  verifying 
and  submitting  accurate  and  timely 
financial  reports  to  the  grantor  agency. 

d.  Policies  and  procedures  for 
supervising  and  monitoring  the  financial 
affairs  of  its  subgrantees  insofar  as  they 
relate  to  programs  or  projects  for  which 
planning,  block  action,  JJDP  and 
discretionary /program  funds  have  been 
made  available.  In  this  regard,  the 
auditor  should  determine  whether:  (1) 
Adequate  fiscal  guidelines  have  been 
developed  and  disseminated  to  inform 
subgrantees  of  their  responsibilities  with 
respect  to  accounting  for  and  managing 
subgrant  funds; 

(2)  Adequate  policies,  procedures  and 
plans  have  been  developed  and 
implemented  for  on-site  financial 
monitoring  of  subgrantees; 

(3)  Adequate  controls  have  been 
developed  and  implemented  for  the 
receipt  and  verification  of  subgrantees 
fiscal  reports;  and 

(4)  Adequate  controls  over  the 
purchase,  use  and  disposition  of 
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nonexpendable  property  at  the 
subgrantee  level  have  been  developed 
and  implemented. 

2,  CJC  Fiscal  Operations. — Review, 
test  and  evaluate  the  CJC’s  fiscal 
policies,  procedures  and  actual 
practices,  as  necessary,  to  determine 
compliance  with  the  following 
requirements. 

a.  Federal  ratios  of  participation  in  the 
funding  of  planning,  action  and  JJDP 
programs  and  projects; 

b.  Expenditure  of  funds  in  accordance 
with  grantor  agency  guidelines 
governing  the  allowability  and 
allocability  of  costs  applicable  to  agency 
grants; 

c.  Expenditure  of  planning,  action  and 
JJDP  funds  in  accordance  with  the 
applicable  budgets  approved  by  the 
grantor  agency; 

d.  Proper  obligation  and  expenditure 
of  funds  within  the  prescribed  grant 
periods; 

e.  Drawdown,  receipt  and  deposit  of 
federal  funds  under  the  letter  of  credit 
authority; 

f.  Utilization  and  disposition  of 
nonexpendable  property  acquired  in 
whole  or  in  part  with  grant  funds;  and 

g.  Standards  for  the  procurement  of 
supplies,  equipment,  construction,  and 
other  services  with  grant  funds. 

3.  Performance  of  Planning  and  Other 
Responsiblities  Under  the  Grant. — 
Review  the  CJC’s  policies,  procedures 
and  actual  practices,  as  necessary,  to 
verify  the  correctness  of  data  contained 
in  its  latest  grant  application  submitted 
to  the  grantor  agency  relative  to: 

a.  State  assumption  of  cost; 

b.  Entitlement  vs.  non-entitlement; 

c.  The  CJC’s  strategy  for  monitoring 
the  implementation,  operation,  and 
results  of  all  the  projects  its  supports 
and  for  intensively  evaluating  the 
results  and  impact  of  selected  activities; 

d.  The  special  planning  requirements 
for  CJC’s  which  participate  in  the  JJDPA 
programs;  and 

e.  The  requirements  under  Title  VI  of 
the  Civil  Rights  Act  of  1964  and  the 
equal  employment  opportunity 
regulations  of  the  Department  of  Justice. 

4.  Special  Requirements  to  be  Met  in 
the  Comprehensive  Plan. — Review  the 
CJC’s  policies,  procedures  and  actual 
practices,  as  necessary,  to  verify  the 
correctness  of  data  contained  in  its 
latest  comprehensive  plan  submitted  to 
the  grantor  agency  relative  to; 

a.  Maintenance  of  effort  for  juvenile 
justice  under  the  Crime  Control  Act; 

b.  Equitable  distribution  of  funds 
under  the  JJDP  Act  within  the  state; 

c.  Use  of  at  least  75  percent  of  the 
JJDP  Act  funds  for  support  of  advanced 
techniques  in  the  area  of  juvenile 
justice. 


5.  Special  and  General  Grant 
Conditions  and  Assurances. — 
Determine,  as  appropriate,  whether  the 
CJC  complied  with  the  special  and 
general  conditions  and  assurances 
imposed  on  each  grant  received  during 
the  audit  period. 

6.  Audit  of  Subgrantees. — ^Due  to  the 
variability  of  program  structures  and 
agencies  receiving  subgrant  funds,  it  is 
not  possible  to  identify  all  the  possible 
areas  of  coverage  to  cover  all 
subgrantees.  However,  certain  broad 
areas  of  audit  coverage,  that  would 
apply  to  most  subgrantees,  can  be 
prescribed.  These  areas  are  as  follows: 

a.  Determine  the  adequacy  of  the 
subgrantee’s  accounting  system,  with 
specific  emphasis  on  Jthe  following 
pointj^if  applicable: 

(1)  The  accoimting  system  provides 
for  the  necessary  fiscal  controls  to 
safeguard  the  funds  and  assets  covered; 

(2J  The  accounting  system  provides 
the  separation  needed  to  adquately 
identify  the  receipt  of  funds  under  each 
subgrant  awarded  and  the  expenditure 
of  funds  for  each  subgrant; 

(3)  The  accounting  system  provides 
for  the  reporting  of  total  expenditures 
for  each  subgrant  by  approved  budget 
categories; 

(4)  Entries  in  summary  records  refer  to 
subsidiary  records  and/or  source 
documents  which  can  be  readily 
identified  and  located;  and 

(5)  The  accounting  records  provide 
accurate  and  current  financial  reporting 
information. 

b.  Perform  the  tests  necessary  to 
determine  the  allowability  of  costs  on 
the  basis  of  the  appropriate  local/state 
and  Federal  laws  and  regulations  and 
generally  accepted  practices. 

c.  Determine  whether  the  project  was 
carried  out  in  accordance  with  the 
programmatic  intent  as  defined  in  the 
project’s  subgrant  application. 

d.  Determine  compliance  with  the  ' 
special  and  general  subgrant  conditions 
and  assurances  imposed  upon  the 
subgrant  award. 

e.  Determine  whether  subgrant  funds 
were  properly  obligated  and  expended 
within  the  prescribed  subgrant  period 
and  approved  budget. 

f.  Determine  whether  the  subgrantee 
contributed  the  required  matching 
contributions  as  stated  in  the  subgrant 
application. 

g.  Where  applicable,  determine 
whether  project  income  was  properly 
accounted  for  and  applied  toward  the 
project  goals  and  objectives. 

h.  Where  applicable,  determine 
whether  all  procurements  (including  the 
purchase  of  services)  made  under  the 
project  were  in  accordance  with  local/ 


state  and  Federal  procmrement 
standards. 

i.  Where  applicable,  determine 
compliance  with  local/state  and  Federal 
property  management,  control  and 
disposition  requirements. 

j.  Determine  whether  cash-in-hand 
was  limited  to  meet  the  immediate 
operating  needs  of  the  project. 

k.  Determine  compliance  with  the 
special  grantor  agency  requirements 
relative  to  the  Civil  Rights  Act  and 
Equal  Employment  Opportunity 
Regulations. 

l.  For  audits  of  subgrantees  receiving 
planning  funds,  ascertain  whether  the 
local /regional  planning  office  has 
complied  with  the  State  Agency  and 
grantor  agency  requirements  governing 
their  administrative  and  functional 
responsibilities  relative  to: 

(1)  Planning; 

(2)  Monitoring  and  evaluating,  where 
applicable; 

(3)  Operations  and  functions  of  the 
local/regional  planning  coimcils 
including  any  committees  thereof;  and, 

(4)  Public  accessibility  to  council  and 
committee  meetings  and  the 
maintenance  of  minutes  of  such 
meetings. 

7.  Follow-up  on  Prior  Audits.— Review 
the  actions  taken  on  the  findings  and 
recommendations  contained  in  the 
previous  audit  report  on  the  CJC. 

a.  Where  no  corrective  actions  have 
been  taken,  determine  whether  the 
problems  still  exist  and  whether  there  is 
still  a  need  for  remedial  actions.  If  so, 
describe  the  situations  and  include 
appropriate  recommendations  for 
remedial  actions. 

b.  Where  CJC  officials  advised  the 
grantor  agency  that  corrective  actions 
have  been  taken,  review  the  actions 
taken.  Based  upon  inquiry,  observation 
and  test,  determine  whether  the  actions 
taken  eliminated  the  problems.  If  the 
problems  still  exist,  describe  the 
situation  and  indicate  what  further 
actions  are  required. 

II.  Statutory  and  Regulatory 
Requirements  to  be  Audited  as  Deemed 
Necessary  and  Appropriate  by  the 
Auditor. 

1.  CJC  Fiscal  Operations. — Review, 
test  and  evaluate  the  CJC’s  fiscal 
policies,  procedures  and  actual 
practices,  as  necessary,  to  determine 
compliance  with  the  following 
requirements: 

a.  Pass-through  of  planning  and  Part  C 
block  funds  to  local  units  of  government. 

b.  Buy-in  of  the  non-Federal  funding 
required  of  units  of  general  local 
government; 

c.  Source,  type  and  timing  of  hard 
match  provided  imder  each  planning 
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block  action,  }]DP  and  discretionary 
grant; 

d.  One-third  personnel  limitation  on 
use  of  Part  C  action  grant  fimds; 

e.  Non-supplanting  of  state  or  local 
funds; 

f.  Special  limitations  on  funding 
construction  projects  under  block  action, 
discretionary  and  JJDP  grants;  and, 

g.  Twenty  percent  contract  limitation 
on  use  of  planning  funds. 

2.  Performance  of  Planning  and  Other 
Responsibilities  Under  the  Grant. — 
Review  the  CJC's  policies  and  actual 
practices,  as  necessary  to  verify  the 
correctness  of  data  contained  in  its 
latest  grant  application  submitted  to  the 
grantor  agency  relative  to  the  creation, 
organization,  membership  (selection/ 
composition),  responsibilities  and 
operation  of  state  judicial  planning 
committees  and  their  relationship  to  the 
CJC; 

3.  Special  Requirements  to  be  Met  in 
the  Comprehensive  Plan. — Review  the 
CJC’s  policies,  procedures  and  actual 
practices,  as  necessary,  to  verify  the 
correctness  of  data  contained  in  its 
latest  comprehensive  plan  submitted  to 
the  grantor  agency  relative  to: 

a.  Continuation  support  for  programs 
funded  under  the  JJDP  Act; 

b.  'The  CJC’s  program  of  technical 
assistance  or  services  for  criminal 
justice  operating  agencies  within  the 
state. 

Henry  S.  Dogin, 

Acting  Director,  Office  of  Justice  Assistance, 
Research,  and  Statistics. 
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